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NATIONAL AFFAIRS, POLICY 


ZHAO ZIYANG ON 'BIRDCAGE' THEORY 
Guangzhou YANGCHENG WANBAO in Chinese 7 Jul 86 p 4 
[Text ] "We Do Not Eat Out of the Common Pot Either" 


In the evening of 3 July, Premier Zhao Ziyang toured the farm named after the 
birthday of the Republic of Romania, "December 30 Farm." It is a huge farm 
with 17 branches that raise poultry, pigs, and rabbits, and grows vegetables 
and fruit trees. With the sharp eye of an outstanding expert in economic 
management, the premier frequently asked his host all kinds of questions: Why 
4O pigs here have only half a tail? What is the cost of producing 1 jin of 
pork? How do farm prices compare with market prices? After visiting the 
chicken farm, he again asked, "What is the relationship between the chicken 
farm and the larger farm? Does it do its accounting indenendently? Does it 
go in for contracting?" He was told that it did its books separately and that 
it was engaged in general contracting. "We do not ‘eat out of the common pot' 
either.” When he heard that, Zhao Ziyang burst out laughing happily. 


Reporters later mentioned this incident to a Romanian diplomat. The diplomat 
said, "The system of contracted responsibility in China's countryside can 
mobilize public enthusiasm for production. Perhaps many countries will 
emulate your reform a number of years from now." 


The Story of the Cat Teaching the Tiger 


Reporters have long heard that Premier Zhao Ziyang has acquired a reputation 
among Westerners for being "cultivated, urbane, affable and approachable." In 
Romania, they also witnessed his sense of humor. 


In the afternoon of 4 July, Premier Zhao Ziyang visited Romania's largest 
greenhouse--(Yi sha er cha ni) Greenhouse--in Craiova. With an area of 204 
hectares, the greenhouses uses only waste heat from the country's power plants 
and grows mainly vegetables, 80 percent of which are exported. During the 
tour, the premier asked whether the supply of waste heat was steady. What 
about the costs? He was told that the supply was stable. As for the costs, 
that would have to depend on sunlight. "You have plenty of sunlight in 
Beijing; conditions are better over there." The premier said with a laugh, 
"Let's sign a contract to give you some of our Beijing sunlight." Everybody 
laughed. 











Bidding farewell to his hosts, Premier Zhao Ziyang said, "Tne tour has been 
most inspiring. When we go back, we must also research the use of waste heat. 
But we will not compete with you for markets, so when the Chinese experts come 
here to study in September, you must not act like the cat which coached the 
tiger and hold back a trick or two." He went on to explain, "Legend has it 
that the tiger originally learned from the cat. The cat taught him all his 
tricks, except tree-climbing. One day the tiger wanted to eat the cat. The 
latter immediately climbed up the tree." Scarcely had he finished before a 
burst of joyous laughter sounded all around. 


Economics and the Bird 


In the evening of 4 July, Premier Zhao Ziyang visited HKomania's largest 
electrical machinery vlant today--Craiova Electrical Power Factory. When ne 
was told that the factory can retain 10 percent of the foreign-exchange 
profits earned by its exports but that the use of this money must be decided 
by the higher authorities, he said jokingly to the plant's boss, First 
Secretary (Si tuo yi ka) of the Romanian Communist Party committee in (Duo er 
ri), "You let the horse run, but do not let it graze." 


Ion Dinca, Romania's first deputy prime minister who was accompanying Premier 
Zhao Ziyang, said immediately, "While he was visiting Romania, President Li 
Xiannian said economic work is like a bird. If you lock it up in a cage, it 
Will asphyxiate. But if you let it out of the cage, it will fly away.” 


Premier Zhao Ziyang said, "A really good bird keeper can let a bird out and 
Summon it back as soon as he calis." 


First Deputy Prime Minister Ion Dinca said, "That's not easy. There are too 
few such bird keepers." 


"We are trying to learn just that trick," Premier Zhao Ziyang said with a nod 
of his head. His tone was full of confidence. 


12581 
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NATIONAL AFFAIRS, POLICY 


MODEL FOR SOCIALIST ENTERPRISES DESCRIBED 
HK121008 Beijing JINGJI GUANLI in Chinese No 1, 5 Jan 87 pp 3-10 


fArticle by Jiang Yiwei (5592 0001 5517): "Model for Socialist Enter- 
prises"--edited by Liu Qichang (0491 0366 2490) } 


[Text] I. The Model for Enterprises Is the Basis of the Economic Structure 


The reform of our urban economic structure started with the granting of 
greater decisionmaking powers to enterprises. In the last few years the 
party and the state have formulated a series of policies aimed at giving 
enterprises greater vitality. This has brought about the prospering and 
development of the urban economy and effectively borne out the need to 
invigorate enterprises. However, the course of reform is also beset with 
quite a few problems. Many measures formulated by the state for the purpose 
of giving enterprises greater autonomy have not been fully implemented. 
When conflicts exist between invigorating the microeconomy and carrying 
out macroeconomic control the us’ al solution is to tighten control. The 
resultant phenomenon of having to cope with "ever-changing" or "vacillatins 
policies is the biggest headache confronting enterprises. 


Al 
’ 
" 


By and large, this kind of “vacillation" is unavoidable when we are still 

at a stage of replacing the old structure with the new in our reform. 
However, this statement is too broad. At a deeper level, there are two 
reasons for this. first, there is no fixed model yet for enterprises 

under the new structure. Second, it is unclear yet whether we should first 
stabilize the microeconomy or the macroeconomy. With these two destabilizing 
factors present there is bound to be vacillation. 


On the whole, our economic restructuring is aimed at the establishment of 

a planned socialist commodity economy. The "7th 5-Year Plan" can be boiled 
down to three tasks, namely, the invigoration of enterprises, the estab- 
lishment of a market system, and the establishment of a structure under 
which the state can control enterprises indirectly. No doubt these three 
tasks must be implemented as a whole. In terms of their internal logical 
relationship, the establishment of a model for enterprises is necessarily 
the basis for the entire economic structure. 











Enterprises constitute the "cells" or "basic particles" of the economy of 
a society. They not only form the basis of economic activities but also 
epitomize the svstem practiced in that society. We claim that ours is a 
socialist system, that we practice the socialist commodity economy, but 
where do the characteristics of this socialism lie? Do they not lic in 
the fact that the majority of our enterprises are socialist in nature? 
Enterprises, as the cells of the economy of a society, stand as "points." 
The market strings them together horizontally to form an "area." Then, 
through vertical state control they are pieced together to form a "body." 
In this way, with living cells as its basis, the national economy will be 
a body that is full of vigor and vitality. The move from point to area 
and from area to body is the logical relationship within this economic 


Structure. Thus, when we formulate policy decisions to reform the economic 


Structure we must take the establishment of a model for enterprises as 
the basis for reform, 


Logical sequence is by no means equivalent to time sequence. The process 
of reform may be divided into stages and the reforms to be carried out at 


each and every stage must be well coordinated. The establishment of a 
model for enterprises, the formation of the market, and corresponding 
changes in macroeconomic control must be well] integrated. There may be a 


different emphasis for different periods. However, insofar as their 
interrelations are concerned, these reforms must be based on the model 
for enterprises. On the basis of the steady improvement of this model we 
cun then steadily improve the economic structure. 


Most discussions on economic models tend to put the emphasis on the analysis 


of economic mechanisms. In my opinion, a given econcmic model can be 


identified not only by its mechanisms but also by its organizational 
Structure. Like all other movements of matter, economic movements must 
have their "carrier." In this world, there is no such thing as immobile 
matter or movements that are devoid of matter. Economic movements, like- 
wise, are necessarily the movements of given economic organizations. Thus, 
with a given economic model, we must observe not only its mechanisms but 
also the organizational structure that corresponds to these mechanisms, 
The so-called model for enterprises also covers two aspects, namely, the 
behavioral mechanism and the organizational structure of the enterprise. 
ihese two aspects ir turn determine the nature of the enterprises. 


The aim of our economic restructuring is to establish a planned socialist 
commodity economy. This requires that enterprises, which exist as cells 
of the economy, "change their course” and “metamorphose.” To "change 
course” means that instead of following the course of the product economy 
as they did in the past they must now follow the course of the commodity 
economy. To "metamorphose" means that they must transform from “product 
manufacturing" enterprises which are concerned solely with production to 
"production-operation"™ enterprises which are at once commodity producers 
and operators. These kinds of new enterprises are essentially different 
from their old counterparts under the product economy in terms of their 
behavioral mechanisms and organizational models. What we want to address 
in this study is the question of a mode! for enterprises. 


4 








II. The Objective Law of the Commodity Economy and the Behavioral Mechanisms 
of Enterprises 


The behavioral mechanisms cf enterprises which have become commodity 
producers and operators are governed by the objective law of t!. commodity 
economy. 





The objective law of the commodity economy is that each commodity producer, 
as an independent economic entity, exchanges his commodities at the 
commodity market. At the market, he competes with other producers as a 
producer who enjoys freedom and equality. Competition gives rise to 
commodity prices, and as a result of such exchanges some enterprises can 
secure values equivalent to the labor expended, while others vither make 
or lose money because of a surplus or deficit. Enterprises caust continue 
to tr~~sform and improve in order to make profits, and must develop new 
lines of goods and c>eap goods for the market in order to beat their 
competitors. To the enterprises, the market is a source of pressure as 
well as a driving force. It impels enterprises to transform and develop 
continucusly in the course of competition. This kind of mechanism is 
basically spontaneous in capitalist societies. It leads to fluctuations 
in the entire national economy and produces an endless stream of crises, 
thus causing unnecessary economic losses. Ina socialist society based 
on public ownership the state can organize the activities of the national 
economy and develop the economy in a planned and proportionate way. 
However, in the past we turned our planned economy into a controlled 
economy and negated the role of the market mechanism of the commodity 
economy. With the state directly controlling their production and opera- 
tion enterprises lost their vitality and the entire economy became a rigid 
one. 


The task of our reform is tu practice the planned socialist commodity 
economy and restore the status of each and every enterprise as commodity 
producers and operators who can compete freely in a unified socialist 
market. Rather than directly controlling the production and operation of 
enterprises the state shall guide their behavior through regulation by 
the market mechanism. The ultimate aii is to achieve pianned and propor- 
tionate development of the national economy. 


Under such a new structure enterprises should have thetr behavioral 
mechanisms as commodity producers and operators. This has been stipulated 
clearly in the decision on the economic structure reform adopted at the 
3d Plenary Session of the 12th CPC Central Committee. The decision said: 
"On the premise of following state plans and being subjected to state 
control, the enterprise has the power to adopt flexible and diversified 
forms of operation; plan its production, supply and marketing; keep and 
budget funds it is entitled to retain: appoint, remove, employ or clect 
its own personnel according to relevant regulations; decide on how to 
recruit and use its work force, wages, and rewards; set the prices of its 
products within the limits prescribed by the state and so on. In short, 
the enterprise should be made truly a relatively independent economic 
entity and should become a producer and operator as a socialist commodity 
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have to be mostly financed by the state with public accumulation. These 
are called enterprises owned by the whole people. However, practice over 
the years has shown that when public ownership assumes the form of 
ownership by the whole people, which actually means state ownership, 
there are several congenital and fatal drawbacks. 


First, although ownership by the whole people is, bv nature, ownership 

by the laborers (the total labor force), the right of ownership is 

exercised by the state oa behalf of the whole people. Moreover, enterprises 
are directly operated and managed by the state as their owners. Hence the 
name "state'’ enterprises. The workers and staff members (the partial 

labor force) are still in a passive position in the enterprises. They 

have no direct control over the means of production. Thus, the objectives 
to be achieved in the microeconomy through the practice of public ownership 
have not yet become a reality. 


Second, the funds of enterprises owned by the whole people belong to the 
state, so their accumulation is created by the enterprises. These are 
subject to the unified control of the state. In most cases they are not 
left to the enterprises and this has deprived enterprises of the ability 
to transform and develop. When staff members and workers have no say over 
the means of production they are bound to be concerned with onlv their own 
personal gains and will not be in a position to take a positive interest 
in the transformation and development of the means of production. 


Moreover, enterprises owned by the whole people not only do not have the 

power to budget their funds, they cannot even use the funds as they see 

fit. Thus, there is in fact no one to oversee the returns of investment, \ 
such as the ratio of profits to capital. Besides, the fact that funds 

are solidified in individual enterprises and not circulated has also 

greatly restricted the flexible application of funds. 


It is not difficult to see that when public ownership assumes the form 

of ownership by the whole people, which actually means ownership by the 
state, it has left tackled the question of the direct control of the means 
of production by the laborers and does not conform to the objective law 
governing the application of funds in the commodity economy. Thus, in 

the reform of the economic structure it is necessary to restructure the 
form of ownership within the publicly-owned sector while condoning the 
coexistence of different forms of ownership. An important way to reform 
is to introduce a system of mixed ownership in most publicly-owned enter- 
prises while the collective sector and the handful of specialized sectors 
continue to practice the unitary system of ownership by the whole people. 
What this actually means is that the assets of enterprises are owned 
partly by the state, partly by the collective, and partly by staff members 
and workers. This forms the system of shared ownership by the state, the 
enterprise collective, and the staff members and workers. The advantages 
of this change are as follows: 


First, it has broken down the barrier between exclusive ownership by the 
wheie people and exclusive ownership by the collective without changing 








the nature of the puwlic ownership system. The state may flexibly implement 
its investment policies and invest in any enterprise as the needs of 
economic development dictate. 


Second, by sharing profits or liabilities in accordance with the size of 
shares, the responsibility for profits and losses is clearly spelled out. 
When an enterprise is jointly owned by three parties all three share the 
responsibility for its profits or losses. 


Third, the dividends payable to the enterprise collective, which has 

part ownership, shail be the main source of accumulation to be retained 

by the enterprise. In this way, the enterprise will truly have the ability 
to transform and develop. 


Fourth, in addition to collective shares, staff members and workers of 
enterprises are aiso invited to subscribe to shares. This makes them 

more than just laborers. They are production workers and part owners all 
at once. This will make it all the more clear that they are the main body 
of the enterprise and, on the point of material interests, will make them 
care whether or not their assets are growing or dwindling and whether their 
funds are multiplying. 


2. On the question of the system of operations. 


The 3d Plenary Session of the 12th CPC Central Committee put forward the 
policy of promoting diversified economic forms and various methods of 
operation, and established the principle that ownership can be duly 
separated from the power of operations. Based on the above policy and 
principle, different methods of operation can be adopted by enterprises 
under the same form of ownership. Owners can be operators at the same time 
and play a direct role in the operation and management of these enterprises. 
In accordance with the principle that ownership can be duly separated 

from the power of operations, the power to operate enterprises may be 
delegated to operators who will then take on the rights and obligations of 
the enterprise as legal persons. 


In the past, enterprises owned by the whole people were completely “state- 
owned and state-operated." The state had direct control over the management 
and operations of these enterprises. These kinds of state-owned and state- 
operated enterprises have proved to be unsuccessful not only through the 
long years of experience in our country, but they have proved to be 
unsuccessful in practically every country the world over. Many capitalist 
countries are now taking measures to "privatize" their state-owned enter- 
prises. Ours is a socialist country based on public ownership. Small 
enterprises may perhaps consider switching to private ownership but the 
large and medium-sized enterprises cannot take the road of "privatization." 
The only thing that can be done is to make the operators responsible for 
the production and operation of the enterprises and introduce different 
forms of management responsibilities in accordance with the principle of 
the separation of ownership and the power of operation. The question is: 
Who are the operators of socialist pubiic enterprises poing to be? 











According to the general concept, the operators of enterprises are the 
directors and managers, or groups of experts which include the directors, 
deputy directors, managers, and assistant managers. This concept is open 
to question. 


As the socialist commodity economy develops enterprises will feel an 
objective need to have experts who are adept in management and operations 
in order to survive and develop in the course of competition. Such experts 
have indeed emerged and are playing an important role in the production 

and operations of enterprises. There is no doubt about that. However, 

it is one thing to bring into play the role of experts but another thing 
altogether to say who is going to be responsible for production and 
operations. The term enterprise operator may be in the singular or plural 
form. The power over and the responsibility for production and operations 
may be held by a single person, by a handful of people, or by the majority 
of the people. When responsibility is shared by the majority, it is still 
all right to appoint a number of experts to undertake the work of production 
and operations in their professional capacity. This is the case with 
collectively-owned enterprises. The responsibility for operations is 

borne by the collective, but this does not prevent the directors and 
managers from fully bringing their professionalism into play. 


When enterprises owned by the whole people consider other options for 
operations, there are likely to be three ways in which they address the 
problem. The handful of specialized departments, such as the departments 
of railroads, post, and telecommunications, and the defense industries, 
may have to remain “state-owned and state-operated.'"' These kinds of state 
enterprises will continue to be directly operated by the state and the 
state will be responsible for their profits and losses. Internally, 
different forms of economic responsibility may be practiced at different 
levels, but they will not be legal entities that operate independently. 
Some small enterprises may become "state-owned but privately-operated." 
This means that the operation will be contracted or leased out to indivi- 
duals. These kinds of enterprises are owned by the state but operated by 
private individuals. The vast number of large and medium-sized enterprises, 
however, will almost certainly adopt a different method of operation. 

They will be "state-owned and group operated," or "jointly-owned and group 
operated."" This means that the enterprise operator will be the collective 
work force rather than either the state or an individual. The difference 
between these kinds of enterprises and collective enterprises lies in 
ownership. In accordance with the principle of the separation of ownership 
and the power of operation the collective work force of the enterprise 
(including all the manual and mental workers) is authorized by the owner 
to exercise the rights and duties of the operator. It thus constitutes 

a corporate body. The director or manager represents the corporate body 
and is responsible to the state, the society, and the owner on behalf of 
the collective work force. Democratic centralism is practiced within the 
enterprise. On the basis of democratic management, a highly centralized 
system with the director assuming full responsibility is established. 








The practice of this system under which the collective work force assumes 
full responsbility for operations has the following obvious advantages: 


First, the objectives of public ownership can truly be attained. Although 
laborers are not exactly the owners of enterprises, as the collective 
operator they have control over the means of production. The direct 
integration of laborers with the means of production is thus realized. 


Second, with the entire staff acting as the collective operator it will 
be possible to draw on their collective wisdom when formulating business 
decisions and to work together to implement those decisions. This 
collective strength is precisely where the superiority of socialist 
enterprises lies. 


Third, only when the collective work force is granted the power of opera- 
tion in accordance with the principle that duty must correspond to power, 
so that the entire staff can take part in the process of formulating 
business decisions, will they feel duty-bound to share the risks of opera- 
tion. Otherwise, it will not be justifiable to ask the laborers to share 
the responsibility for losses or bankruptcy resulting from mismanagement. 


3. On the question of the labor system. 


The labor system is an important system that is directly related to the 
social system. For the enterprises, this refers to the general rules for 
their labor organization, including the formation of their collective 
work force and the ways in which it is to be replaced by a new work force. 


In capitalist enterprises the labor system is that of wage labor. Capital 
personified is the subject of the enterprise. Capital purchases the labor 
of individual laborers and this gives rise to the emplover-employee rela- 
tionship. The laborers, as the hired objects, play the part of the object. 
With tne development of the workers’ movement the laborers organized them 
selves into a collective force through trade unions to fight capitalism 
and protect their own rights and interests. 


Socialism practices the public ownership system ard brings about a funda- 
mental change in the status of laborers. However, under the highly 
centralized old structure state enterprises were directly managed and 
operated by the state. Laborers were subject to unified recruitment and 
allocation by the state. Even wages were stipulated and readjusted in a 
unified way by the state. Enterprises could not freely choose their 
laborers and laborers were not free to move from job to job. The advan- 
tage of being employed by the state is that of a secured livelihood, which 
gives rise to the phenomena of iron rice bowls and everybody eating from 
the same big pot. The biggest drawback of this labor system is that 
because state workers are in fact equivalent to state employees, it cannot 
eliminate the hire-labor viewpoint and thus may prevent the workers and 
staff members from carrying forward their role as masters. 
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Socialist enterprises are fundamentally different from capitalist ones 

in that the status of the laborers is changed from being the object to 
being the subject of the enterprises. Thus, the collective work force of 
these enterprises is not an assembly of individual employees, but is, as 
Marx described, "an integrated body otf producers who enjoy freedom and 
equality." It is a body of laborers who integrate of their own free will. 
This kind of integration necessarily assumes some form of contract. But 
it is not a contract between the employer and the employee. Rather, it is 
a contractual relationship in the nature of a "pact" for mutual condi- 
tioning within the collective work force. The laborers are free to choose 
to join the collective work fov-ce, and the collective work force is also 
free to choose partners that meet its requirements. 


When an enterprise is newly set up, the labor management department or 
the trade union may supply a group of laborers who meet the requirements 
to form its initial collective work force. A "collective pact" may then 
be drawn up by means of collective democracy and this is to be abided by 
every member of the work force. All subsequent entries or withdrawals 
from this collective are matters between the individual laborers and the 
collective work force. In this way, the laborers are at once free and 
subject to collective discirline. This is the true embodiment of the 
socialist principle that the enterprise should be an integrated body of 
producers who enjoy freedom and equality. 


In accordance with the above mentioned principles, the laborers of enter- 
prises may be made up of regular workers, contract workers, and temporary 
workers. The difference between them lies in their responsibility for 
production and operations in the enterprise. The regular workers are the 
regular members of the collective work force. Their personal interests 
are directly linked with the results of production and operations. They 
share weal and woe with the enterprise. Their status is that of a subject 
of the enterprise. The contract workers are the reserves of the collective 
work force of the enterprise. Individual laborers sign labor contracts 

of given terms with the collective work force and both sides reserve the 
right to make a free choice after the expiration of the contracts. During 
the period of his contract a worker enjoys the right to equal pay for 
equal work the same as regular workers. He has the right to make sugges- 
tions regarding production and operations, but does not have the right to 
make decisions. Therefore he is not responsible for the results of 
production and operations. At the end of his contract he may be given an 
extension or recruited as a regular worker. Owing to production needs 

the enterprise may take on some temporary workers. These workers have no 
authority or responsibility over production and operations of the enter- 
prise. Through observation some temporary workers may be taken on as 
contract workers and may even be offered a permanent job if they are found 
to be suitable. Regular workers who violate the "collective pact" must 

be punished. Their status may be changed to that of contract workers. 

If their performance is proved to be satisfactory at the end of their 
contracts they may be taken on as regular workers again. Contract workers 
who violate their contracts may be made temporary wcrkers and taken on 

as contract workers again if they perform well. 








This labor system which allows the coexistence of three categories of 
workers differentiated according to the size of their responsibilities 
for production and operations of the enterprise is conducive to boosting 
the laborers’ sense of responsibility to the enterprise and making them 
feel for their enterprise. In capitalist enterprises where there is 
fundamental antagonism between labor and management the principles of 
behavioral science are fully applied. They pay attention to cultivating 
the collective consciousness of the workers and staff members, provide 
incentives to make the workers and staff members think of their factory 
as their home, offer some of the workers and staff members permanent 
employment, etc. In our socialist enterprises the workers and staff 
members enjoy the status of being subjects of the enterprise to begin 
with. Thus, we are in a better position to fully implement the collective 
consciousness of the workers and staff members as masters and to arouse 
to the fullest extent possible the initiative and creativity of laborers. 


4. On the question of the distribution system. 


The question of distribution is also an issue of fundamental importance 
which concerns the social system. When we say that distribution according 
to work is a basic feature of socialism we are referring to the principle 
of distribution of the means of consumption. Insofar as the distribution 
System as a whole is concerned there is the distribution and redistribu- 
tion of accumulation in addition to the distribution of the means of 
livelihood. 


With the exception of the distribution of resources, distribution in the 
national economy as a whole is mainly expressed in the distribution and 
redistribution of national income. In enterprises this is seen in the 
distribution and redistribution of the newly-added value (net output value) 
created by labor. 


According to the Marxist principle of distribution the newly-added value 
created by the laborers is partly to be deducted and handed over to the 
state for public spending, partly to zo to the consumption fund to be 
distributed to the laborers in accordance with the labor contributed, 

and partly to go to the accumulation fund for use in expanding reproduction 
in society. 


Under the old structure, distribution was determined entirely by the state. 
The size of the laborers’ consumption fund was determined by the state's 
distribution policy rather than by the results of nroduction and operations 
of an enterprise. This resulted in the phenomenon of "everybody eating 
from the same big pot" prevailing between enterprises and between workers 
and staff members. The accumulation of enterprises was also completely 
subject to state control. Thus, they lacked the capacity to accumulate 
funds for transformation and development. This distribution system greatly 
dampened the initiative of laborers and hindered enterprises from raising 
their level of productivity. It was simply suited to the objective needs 
of the enterprise as an independent commodity producer and operator. Thus, 
the reform of the distribution system is an important part of the reform 

of the entire economic structure. 
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On the matter of the distribution of the consumption fund we must «esol: tely 
implement the frinciple of distribution according to work. However, under 
the conditions of the socialist commodity economy labor performed by 
laborers does not directly constitute a part of society's total ‘abor. 

It can only contribute to society in the form of the average necessatv 
labor contained in a commodity. Thus, even with distribution according 

to work it is impossible to distribute directly to individual laborers. 

We can only carry out "distribution according to work at two levels," 

to distribute to the collective body of the enterprise proportionately 

in accordance with the amount of labor it has contributed to society and 
then carry out redistribution within the collective body of the enterprise 
in accordance with the contribution of individual laborers. In concrete 
terms this means that the state may, in accordance with the policy for 
distributing national income, stipulate that a certain percentage of the 
newly-added value of an enterprise be set aside as a consumption fund 

for the personal and collective consumption of workers and staff members. 
The total amount of the consumption fund will rise or fall with the level 
of the newly-added value. This is equivalent to the practice of distribu- 
tion according to work within the collective body of the enterprise. 
Within the limits of its total consumption fund the enterprise will then 
carry out distribution according to work among its workers and staff members. 


On the issue of the distribution system in enterprises the 3d Plenary 
Session of the 12th CPC Central Committee decided to link the total wages 

of the enterprise with its economic performance. The distribution of total 
wages within the enterprise is at the discretion of the enterprise concerned. 
This distribution principle is in fact an embodiment of distribution 
according to work at two levels. 


The newly-added value created by the collective body of the enterprise 
will go partly to the consumption fund of the workers and staff members 
and partly to the state in the form of a tax to pay public expenses. 

The remainder will go to the accumulation fund. In the past enterprises 
owned by the whole people handed over this part of accumulation to the 
state to be redistributed. With the reform of the economic structure the 
practice of >rofit retention was adopted. Under this practice an enter- 
prise's profits were partly handed over to the state, partly retained by 
the enterprise, and partly set aside as a production development fund for 
the financing of transformation and development. Since the replacement of 
profit deliveries with taxation the portion to be handed over to the state 
has assumed the form of taxation. In principle, all after-tax profits are 
retained by the enterprise. A part of these after-tax profits will 
continue to be set aside as production and development fund for financing 
its own transformation and development. ‘these reform measures have given 
the enterprise some control over its accumulation. Due to heavy tax 
burdens, however, the majority of enterprises have a very low level of 
profit retention. With limited accumulation at their disposal enterprises 
still find it difficult to carry out transformation and development. 

This problem has yet to be resolved through further reforms. 
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Between the state and enterprises two kinds of relationships exist. One 

is an administra*ive relationship and the other is an investment relation- 
ship. The strate tas an administrative and management relationship with 
enterprises under wil kinds of ownership and enterprises under all kinds 

of ownership are duty-bound to pay taxes to the state. Thus, in principle, 
the state should treat all enterprises equally without discrimination on 
tax matters and all enterprises should pay taxes in accordance with the 
unified stipulations regarding types of taxes and tax rates. In addition 
to the general administrative relationship described above there is a 
special kind of investment relationship between the state and enterprises 
accepting state investment. The state as whole or part owner of the assets 
of an enterprise should share the profits as well as bear the responsibility 
for losses in its capacity as owner. Investment involves a special kind 

of relationship and should be distinguished from an administrative rela- 
tionship in general. Thus, taxes and profits should, in principle, be 
separated and be dealt with differently. To conform with the general 

rules of the commodity economy the shareholding system should be practiced 
in the enterprises so that the state can share dividends or losses in 
accordance with the shares it holds. If this system of shared ownership 
can be instituted the enterprises’ assets will be made up of shares held 

by the state as well as shares held by the enterprise. An enterprise's 
accumulations will be distributed through dividend payments between the 
state and the enterprise concerned in proportion to the number of shares 
held. In this way, we can ensure that the state will funnel part of its 
accumulation into key construction projects and that the enterprises will 
have a definite source of accumulation to spend on transformation and 
development. This will be a reasonable distribution system for accumulations. 


5. On the question of the leadership system. 


The 3d Plenary Session of the 12th CPC Central Committee pointed out: 
With the invigoration of enterprises as the key link we must handle two 
types o: relationships satisfactorily. We must establish a correct 
relationship between the state and enterprises and between the workers 
and staff members and their enterprises. The leadership system in enter- 
prises is the meeting point of these two types of relationships. It not 
only reflects the relationship between the state and enterprises but also 
reflects the relationship between the workers and staff members and their 


enterprises. 


As noted above two different types of relationships exist between the state 
and enterprises. First, there is a general administrative relationship 
between the state and all enterprises. Second, there is a special 
relationship between the state and enterprises accepting its investment, 
which is the relationship between the owner and the operator. When we 
say that the functions of the government and an enterprise should be 
separated we are referring to the former type of relationship. When we 
say that ownership and the powers of operation should be duly separated 
we are referring to the latter type of relationship. Thus, different 
leadership systems are needed for enterprises under different ownership 
systems. 
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The relationship between workers and staff members and their enterprises 
is by no means uniform and this determines the different status of workers 
and staff members in their enterprises. In the few "state-owned and 
state-operated" enterprises the state, which represents the whole body of 
laborers, is at once the owner and operator of these enterprises. The 
State appoints directors or managers to carry out management on its behalf 
and the masses of the workers and staff members can only take part in 
management and play an advisory and supervisory role. Some small enter- 
prises are contracted or leased out to individuals. In this kind of 
"state-owned but privately-operated" enterprise the state is the owner 
while the contractor or leaser is the cperator. The relationship between 
the contractor or leaser and the workers and staff members is an employer- 
employee relationship. The status of the workers and staff members is the 
same as those working in "privately-owned and privately-operated" enterprises. 
In the vast number of collectively-operated enterprises under state or 
mixed ownership the collective work force is the operator and the masses 
of the workers and staff members are the subjects of the enterprises. 

They can fully exercise their role as masters. 


Due to diversified ownership forms and operational systems leadership 
systems in socialist enterprises will necessarily assume different forms. 


In state-owned and state-operated enterprises a system under which the 
director assumes full responsibility under the leadership of the state 
will be practiced with competent state departments appointing a director 
Or manager to manage the enterprise. In order to pool the collective 
wisdom a management committee made up of representatives of workers and 
staff members may be set up under the director's leadership. However, 
the management committee is not a policymaking body. Rather, it is an 
advisory body under the director or manager. 


In state-owned and privately-operated enterprises the personal responsibility 
system wiil be practiced with the contractor or leaser acting as director 
Or manager. He may set up certain advisory bodies, but whether he does 

or not is entirely up to him. 


In collectively-owned enterprises under state or mixed ownership, the 
state, as the principal owner, in accordance with the principle that 
ownership and operational powers should be duly separated, will still 

have the power to decide on the direction of the main line of an enter- 
prise's activities, supervise an enterprise's financial matters, and 
examine and approve those responsible for an enterprise's operations. 

The enterprise's production and operations, however, are left entirely 

to the enterprise. The enterprise's collective work force, as the collec- 
tive operator, will practice democratic policymaking and centralized 
command within the enterprise. The workers' congress may be authorized 

to exercise decisionmaking powers, and the system under which the director 
(manager) assumes full responsibility may be instituted on the basis of 
democratic management. Major business decisions will be reviewed and made 
by the workers" congress, while day-to-day business decisions and the 
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overseeing of production and administration is left to the director 
(manager). The enterprise is a corporate body. The whole body of regular 
workers and staff members are the subjects of the enterprise. The 
director (manager) is the representative of the corporate body. On behalf 
of the collective work force he is responsible to the owner and to society 
and the state. 


If the shareholding system is instituted the state may set up state-owned 
investment companies to control its shares and exercise its power of 
ownership through authorizing investment companies to sit on the board of 
directors of large or integrated enterprises. However, in accordance with 
the principle that ownership and operational powers should be separated, 
the state should avoid any direct intervention in the enterprise's produc- 
tion and operational activities so that they can truly become relatively 
independent commodity producers and operators. 


IV. A Briet Summary 


Socialism, as a historical stage in transition, sees the presence of 
socialist as well as semi~-socialist and non-socialist enterprises. 
Socialist enterprises should, however, be absolutely predominant and 
form the economic base of socialist society. 


When practicing a planned socialist commodity economy the socialist 
enterprise is a socialist commodity producer and operator rather than 
just an ordinary commodity producer. It should have basic features that 
distinguish it from the capitalist enterprise. This is a point of 
fundamental importance which cannot be ignored in the reform of the 
economic structure. 


The basic features of the socialist enterprise are mainly manifested in 
the following aspects: 


First, the socialist enterprise is an enterprise which is mainly based 

on public ownership. [It must achieve the objectives of the public owner- 
ship system by making laborers owners of the means of production. Laborers 
can be whole owners of enterprises (collective ownership) and they can be 
part owners (shared ownership). Except in a small number of special 
departments laborers are also the collective operators of enterprises. 

They have the right and the duty to exercise direct control over the means 
of production and are the subjects of enterprises. 


Second, the socialist enterprise practices the principle of all-round 
material interests which is based mainly on distribution according to work. 
Laborers’ incomes are determined primarily by the fruits of collective 
labor and secondarily by individual contributions. Laborers are the 
producers as well as the owners and collective operators of enterprises. 
Besides showing concern for the fruits of labor from the perspective of 
material interests from the same perspective they must also show concern 
for the performance of their enterprise and for gains and losses in the 
means of production through such means as dividend sharing. 
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Third, the collective work force in the socialist enterprise is an 
“integrated body of producers who enjoy freedom and equality." Individual 
laborers and the collective work force are mutually selective and enter 
into partnership on an equal footing. The movement of individual laborers 
between socialist enterprises is an act of mutual selection between them 
and the collective work force, It is not an emplover-employee relationship 
that involves the buying and selling of labor. 


Fourth, democratic centralism is practiced within the socialist enterprise 
and a highly centralized system of unified command under whcih the 
director (manager) assumes full responsibility is established on the basis 
of democratic management by the workers and staff members. The coilective 
work force is the subject of the corporate body and the director (manager) 
is the representative of the corporate body. 


The above features can be summarized as the "theory of the workers and 

staff members being subjects." The enterprise's entire staff, including 
manual and mental laborers, is the subject rather than the object of the 
enterprise. This is the fundamental difference between the socialist 
enterprise and its capitalist counterpart. Fully bringing into play the 

role of the workers and staff members as the subject is the source from 
which the socialist enterprise's strength outdoes the capitalist enterprises. 
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NATIONAL AFFAIRS, POLICY 


IMPLEMENTATION OF LEASING SYSTEM EXPLAINED 
HK140721 Beijing JINGJI GUANLI in Chinese No 1, 5 Jan 87 pp 43-44 


[Article by Wei Min [7614 3046] and Jiang Lu [3068 6424]: "Points Worthy 
of Attention in the Implementation of the Leasing System"'--edited by 
Xu Xiaojiu [1776 1420 3773]] 


[Text] The leasing system is a new thing that comes into being as a result 
of the urban economy structural reform. After exnerimenting in places 
like Shenyang since 1984, the lease operation is being implemented in 
small enterprises of various sectors, namely, the industrial commercial 
and services sectors in various regions throughout the country. Its 
implementation proves that the leasing system is an effective means to 
vitalize small enterprises. What are the points to take note of in 
implementing and promoting this mode of operation? What are the areas 
that require modification and improvement? We conducted an investigation 
on several dozens of economic management authorities and enterprises 
operated under the leasing system in Shenyang. 


1. A Good Lessee Will Help to Bring About the Well-Being of a Lease Operation 


The fundamental characteristic of a lease operation is that both the ownership 
right and operating right of an enterprise are separated from each other. 
Since such a separation is governed by law, the lessor (or the department 

in charge) needs to pay special attention to the choosing of an appropriate 
lessee. The lessee is legally entitled to exercise his own rights and 
powers of running and operating the business once he enters into a lease 
agreement with the lessor. The department ia charge should not terminate 
the agreement if the lessee runs the business properly and does not violate 
the provisions and clauses of the agreement. Therefore, the selection of 
lessees is very important. We believe that if we are to choose a good 
lessee, the following points have to be noted. First, design a selection 
method where equal chances are given to all applicants. They have to 
undergo the various selection procedures, like open selection, public 
examination, and overall assessment. Candidates are not selected at che 
higher level nor are referred and introduced by leading comrades. This 
selection method enables the department in charge to identify competent 
people, and helps to bring the initiative of the management people into full 
play. Second, emphasize the general quality of the lessee. The lessee must 
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have high political qualities in the first place; he must have ideological 
values, political beliefs, reform consciousness, as well as a mind to 
explore. Third, be cautious in investigating the candidates’ political 
background. The focus of investigation should be placed on whether a 
particular candidate was in any major respect involved in the cultura] 
revolution and on whether he has any financial problems. 


2. It Is Important To Have Good Secretaries 


In the investigation, we find that whether an enterprise can be operated 
well under a leasing system lies very much on the quality of the secretary 
of the party organization other than that of the lessee. Strictly 
speaking, all secretaries of the party organization are elected democrat- 
ically in general membership meetings. The name list is then submitted 
for further approval by the senior party committee. However, the appoint- 
ment of many of the secretaries who now work in the basic units did not 
undergo the above appointment procedures; instead they were “appointed” 

by their seniors. We can observe that problems arising from the “double 
track system," a management system emploved by some enterprises operated 
under the leasing system are more remarkable than those of other enterprises. 
In some enterprises, neither the factory managers nor the secretaries are 
willing to budge or compromise. The secretaries think that since factory 
managers are wealthy people with authority they do not have to respect 





party leaders. Some factory managers are thus burdened with anxieties 

and they fear that they will be denounced for not accepting the party rule. 
They are bound to stoop to compromise on many issues. This remains a 
practical problem that is very difficult to resolve in enterprises 
operated under the leasing system. The lease agreement states clearly that 
the lessee is the factory manager and the legal representative of the 
enterprise. Check and cortrol should be exercised on whether the lessee 
adopts and carries out the policies, directions and regulations of the 
party and the nation, whether he manages the enterprise in compliance 

with the terms and conditions as stipulated in the agreement, and whether 
he achieves the various targets. We think that various leading authorities 
should select and train good party people to take responsibility of 
enterprises operated under the leasing system when the leader system has 
not been reformed yet. Those secretaries who work in enterprises operated 
under the leasing system should thoroughly understand the meaning of the 
system's reform a-d they should have creative reform ideas and higher 
political values. They have to take the initiative in commencing any work 
that will better coordinate with what the factory managers do and be 
persistent in upholding their principles. 


3. To Adopt Scientific Means in Setting Practical Targets for Profit 
Margins and Rents 


We have to be very cautious in setting profit margins and rents. Whethe1 
profit margins and rents are set scientifically and practically will 
directly affect the interests of all four parties, namely, our nation, 


enterprises, staff and lessees, as well as the further development and 








improvement of the leasing system. We know from our investigation that 

in some enterprises operated under the leasing system, since the higher 
authorities cencerned set the base figures in a very reckless manner by 
basing them merely © achievements made in previous years, they were not 
able to give an accurate estimate of the potential ability of enterprises. 
Thus, it becomes rather common that enterprises often exceed their pre-set 
targets by several folds or even more than ten-fold. In projecting profit 
margins most enterprises operating under the leasing system in the Shenyang 
City generally adopt a composite calculation method and analysis. In other 
words, enterprises assess their highest production volume with reference 
to their present production capacities. They will then forecast the 
sales volume according to market needs and supply of raw materials. Third, 
to calculate the turnover volume using the breakeven point method and 
basing it on the figures of pievious years, a base figure for the profit 
margin is obtained through a series of calculations and analyses. Rents 
are in general set by the following two methods. First, the basic rent 
increases in proportion to the rise in basic profits. Second, the basic 
rent is set by using the capital-profit ratio of this particular industry 
at an asset-rent ratio per 100 dollars. In view of the present conditions, 
the latter one is a more scientific method that better caters to practical 
needs. 
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4. The Interests of Management Should Not Be Overlooked 


The combining of responsibility, authority and interests is a remarkable 
feature of any enterprise operated under the leasing system. If the 
management is to be merely responsible for running the business and have 
no access to any related interests, not only is it difficult to arouse 

its initiative, but it is also hardly likely to bring its initiative iito 
full play. If responsibility, authority and interests are combined 
iogether, production will be improved and economic gains raised; both 

our nation and people will thus benefit from it. However, this relation- 
ship is noc fu)ly comprehended and accepted by everyone. The leading 
comrades of some departmencs in charge are not satisfied with the system 
under which lessees are entitled to enjoy higher incomes. Lessees are 

in fact filled with anxieties. An example can be drawn from an enterprise 
operated under the leasing system. In 1985 the lessee of this enterprise 
overfulfilled the target for the year. Out of the $30,000 of revird that 
he was entitled to enjoy, he took oniy $5,000. Yet, some cadres and staff 
were still unhappy with the arrangement. The department in charge 
adopted an apathetic attitude towards the matter. It was finally resolved 
with intervention from the leading comrades of the municipal government. 
Chinese traditional mental attitudes of "worrying about uneven allocation 
but not scarcity” is in fact a great ideological obstacle to the existing 
reforms. If these problems are to be handled properly, the cadres of 
various leading authorities should have a general and fair understanding 
of various issues in the first place. We believe that policies should 

not be formulated with mere reference to the mental conditions of the 
minority group of advanced elements. “heir formulation should be 
directed with special emphasis on the interests of the management. As long 
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as we admit that the efforts made by the lessees will affect the economic 
returns of enterprises to a considerable extent, they should enjoy a 
higher income as a reward not to mention the management risk that they 
bear. They get more only when the nation gets higher profits, enterprises 
have a higher level of available cash and staff are better paid. 


5. To Improve Measures Lengthen the Life Span of Enterprises Operated 
Under the Leasing System 


In our investigation, we found that there is such a phenomenon as 
"combining labor force and equipment'' occurring in some enterprises 

as a result of the low quality of the lessees and the imperfections of 

the lease agreements. All these problems do not originate from the leasing 
system but cre actually caused by the imperfect measures and ways of 
Operation. The life span of enterprises operated under the leasing 

system can be lengthened by the following two ways: First, choose a good 
lessee. It has already been discussed above. Second, improve the 
assessment method. Projected figures for the long-term development of 
enterprises have to be put down in details in the lease agreements; the 
lease period should also be specified clearly. Take the two enterprises 
that operated the Shenyang Car Industry Company under the leasing system 
as examples. The leasing period of both of them lasted for five years. 

As the lease agreements specify clearly the various targets for technology 
reform, production quality and condition of machinery, it therefore 
guarantees that lessees will prepare and plan for the long-term development 
of enterprises in the course of operations with an aim to maintain the 
interests of both the lessees and enterprises on an equal level on the 

one hand, and on the other to ensure the long-term development of 
enterprises. Besides, though the leading authorities usually do not 
interfere with the production activities of enterprises, it does not 

imply that they should take no heed of their conditions. instead they 
should from time to time investigate and check if terms and conditions 

are observed in accordance with agreements. They should also educate 

the lessees to accept control at a macro-management level. This is the 
only way in which the leasing system can be developed and its designated 
targets reached. 
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FOREIGN TRADE, INVESTMENT 


GUANGDONG USES $4 BILLION IN FOREIGN CAPITAL 
HK271438 Hong Kong ZHONGGUO XINWEN SHE in Chinese 0344 GMT 26 Feb 87 


[Report: "Foreign Capital Directly Used by Guangdong Since Its Opening 
to the Outside World Amounts to Over $4 Billion"|] 


[Text] Guangzhou, 26 February (ZHONGGUO XINWEN SHE)--Foreign capital 
directly used by Guangdong since its opening to the outside world amounts 
to over $4 billion. This was disclosed to reporters by Zhang Lie, 
responsible person of the Guangdong Provincial Foreign Trade and Economic 
Relations Committee, a few days ago. 


From 1979 to 1986, Guangdong Province signed an accumulated total of 
74,881 contracts on importing foreign capital with foreign businessmen. 
The amount of money involved in these contracts is $11.6 biliion and the 
amount of foreign capital actually used is over $4.21 billion. Investment 
in industrial projects accounts for most of the foreign capital actually 
used. Then comes investment in projects for commerce, housing estates, 
transportation, and telecommunication. Investment in projects for 
agriculture, animal husbandry, fishery, and water conservation accounts 
for the least, with an accumulated total of less than $100 million. 


By the end of 1985, Guangdong Province had imported more than 119,200 
sets of equipment and 1,180 production lines for various purposes. They 
amount to over $1.78 billion. 


At present, a setup for opening up to the outside world with multiple 
levels and various models, the "special economic zone-economic development 
zone-open city" setup, has taken shape in Guangdong Province. It is 
expanding toward mountain areas and remote and border areas. 


Zhang Lie said that to introduce achievements in this aspect, a two-week 
exhibition on Guangdong Province's Achievements in using foreign capital 
to import technology will be held in Beijing in April. The exhibition 
will include achievements in using foreign exchange retained by local 
units, bank loans, and funds for technical transformation projects to 
import technology, and achievements in scientific and technological 
cooperation and exchanges between China and foreign countries. Exhibits 
in kind, models, and pictures will be displayed and video tape and films 


will be shown at the exhibition. Departments participating in the exhibition 


include those of power supply, transportation, telecommunication, civil 
aviation, railways, agriculture, science and technology, garment industry, 
and overseas Chinese enterprises. 
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FOREIGN TRADE, INVESTMENT 


SHANDONG ENJOYS FOREIGN EXCHANGE SURPLUS 
Beijing RENMIN RIBAO in Chinese 5 Mar 87 p 2 


[Article by Lu Dianluo [4151 3013 3157]: "Shandong Imports Technology to 
Increase Exports" ] 


[Text ] Seventy-eight joint ventures have been launched by industrial and 
commercial circles in Shandong in cooperation with 80 enterprises in 19 
nations and regions. They can be found in such industries as light industry, 
machinery, textiles, electronics, chemicals, animal husbandry, aquaculture, 
and maritime transportation. The 30 joint ventures which went into production 
last year had combined sales in excess of 100 million yuan, earned 15,704,000 
yuan in profits, and chalked up a foreign exchange surplus. This is one of 
the achievements of Shandong's use of foreign capital. 


Governments at all levels in Shandong as well as economic and trade 
departments have vigorously created "micro-climates" over the last few years 
to attract foreign investors. By the end of 1986, a total of 546 foreign 
investment contracts and agreements valued at $2.2 billion had been concluded, 
of which $1.835 billion had actually been invested. Apart from infrastructure 
projects in energy, transportation, and port construction, such as_ the 
building of Shijiu Harbor, the construction of the Yan-Shi railroad, and coal- 
mining technology modernization, which were financed by government loans, the 
province has put together 522 projects with $400 million in foreign capital. 
Most of this foreign capital has been used to transform the technology of 
export enterprises, bringing the equipment and technical standards of over 500 
enterprises from the 1950's to the late 1970's and early 1980's in the world. 


Yantai Zhangyu Winery has a production history going back more than 100 years. 
However, its red and white wines produced by traditional methods do not meet 
the needs of the world market and exports have suffered. In 1985, it set up a 
joint venture--Chinese-Japanese Friendship Winery--with a relevant Japanese 
enterprise and imported from Japan low-temperature frozen fermentation 
technology, veast varieties, and advanced production equipment to modernize 
brewing processes. The production cycle was shortened from 3 years to 3 
months. Last year the company earned 27.20 million yen in foreign exchange by 
exporting dry red and white wines to Japan. 
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By stressing the absorption of advanced technology and managerial experiences 
from abroad, Shanghai has effectively used foreign capital to upgrade products 
and boost exports. 


Through compensation trade, the Qingdao No 1 Knitting Factory imported 
knitting, dyeing, and sewing equipment from Japan and modernized 72 percent of 
its obsolete equipment. As a result, the appearance as well as quality of its 
products were much improved and have garnered a reputation on the Japanese 
market. From 1981 through 1986, orders placed by Japanese merchants went up 
20 percent each year and the factory earned almost $30 million in foreign 
exchange from its exports, equivalent to 10 times what it spent to impurt the 
equipment. Of all Shandong enterprises financed by foreign capital that went 
into operation last year, more than 60 percent were export-oriented production 
enterprises. They managed to balance their foreign exchange expenditures and 
incomes and came up with a surplus close to $10 million. Total export sales 
by foreign enterprises in the province are projected to exceed $30 million 
this year. 


Situated along the coast, Shandong abounds with agricultural, animal 
husbandry, aquacultural, and fruit resources. In using foreign capital, the 
province takes pains to exploit this advantage and insists on having more 
projects of a production nature which promote resource development. This 
policy has paid off. In recent years, economic and trade agencies in the 
province have been assisting all prefectures, cities, and counties to import 
advanced technology and equipment through compensation trade, establish a host 
of processing and cold storage facilities for marine products, fruits, and 
animal husbandry products, and expand the export of agricultural byproducts 
and processed goods. Last year local products from Shandong netted $1.62 
billion in foreign exchange in all, up 22 percent over 1985. Drawnwork is a 
traditional Shandong handicraft, a sideline business that employs tens of 
thousands of people throughout the province. To exploit this strength, the 
foreign trade agency, via trade channels, has acquired drawnwork materials 
from abroad for local processing and has so far received $15 million in 
processing fees. 
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FOREIGN TRADE, INVESTMENT 


EXPORT COMMODITY STRUCTURE EXAMINED 


Beijing CAIMAO JINGJI [FINANCE TRADE AND ECONOMICS] in Chinese No 10, 
11 Oct 86 pp 38-45 


{Article by Zhang Shoulian [1728 1108 6647], Economics and Trade Bureau of the 
State Planning Commission: "An Evaluation of and Ideas on How to Improve 
China's Export Mix"] 


[Text] 1. The Problem 


After increasing at a rapid rate between 1979 and 1981, China's exports 
gradually began to grow more slowly, climbing at an annual rate of 5.5 percent 
between 1982 and 1985, or only 4.7 percent if we exclude petrochemicals, and 
exports during 1985 were only 1.5 percent higher than the figure for the 
previous year. Even though petrochemical exports greatly increased in the 
last few years of the sixth 5-year plan, all exports rose an average of only 
7.2 percent annually during the 5-year plan. This growth rate was lower than 
the annual target of 8.1 percent stipulated in the sixth 5-year plan, the GNP 
growth rate during the same period and the average annual growth rate of 12.4 
percent of exports over the past 30 years. Why did China's exports grow more 
Slowly during the sixth 5-year plan? Growth in world trade slowed, and there 
was excessive domestic demand during this period. Yet there were other crucial 
contributory factors as well: Our export mix was backward, and our exports are 
price inelastic and lacked competitiveness. The seventh 5-year plan has set an 
average annual growth-rate ‘target of 8.1 percent for our exports and 
stipulated that exports reach $38.0 billion by 1990. The key to achieving 
these objectives and to making our exports take off lies in striving to 
readjust the export mix and to expand exports of manufactured products. 


Il. An Evaluation of China's Export Mix 


Export mix refers to the share comprised by different types of goods in total 
export volume and tc a certain extent reflects the levels of economic and 
technological development an exporting nation has achieved in terms of its 
natural resources and productive structure. When a nation develops 
economically and technologically and her productive structure changes, her 
export mix will change as a result. For example, in 1953 agriculture, light 
industry and heavy industry accounted for 53.1, 29.4 and 17.5 percent, 
respectively, of China's gross value of agricultural and industrial output 
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[GVIAO], and agricultural and sideline goods, textiles and light-industrial 
products, and heavy industrial goods comprised 55.7, 26.9 and 17.4 percent, 
respectively, of China's total exports. Thus that year's export mix was 
similar to the mix of domestic production. 32 years later, China was markedly 
more industrialized. In 1985, agriculture, light industry and heavy industry 
accounted for 34, 31 and 35.2 percent, respectively, of GVIAO, and the share 
of agricultural, light-industrial and heavy industrial products in China's 
total exports also showed a major change over earlier years, standing at 17.5, 
39.7 and 42.8 percent, respectively. Exports of light and heavy industrial 
products have risen faster than exports of agricultural and sideline goods, so 
China's main exports are no longer the latter but the former. China's total 
volume of exports in 1985 were 24.6 times higher than level of 1953, exports 
of heavy industrial products (including petrochemicals) rose 62.2-fold during 
the same period, textiles and light-industrial goods climbed 37.5 times and 
agricultural and sideline products increased eightfold. 


The change in our export mix over the last 30-some years can be divided into 
three stages--the 1950s, in which exports of agricultural and sideline goods 
predominated; the 1960s and the early 1970s, in which textiles and light- 
industrial goods rose to an important position; and the mid-1970s onward, 
during which time petroleum exports greatly increased and oil products came to 
account for approximately one-fourth of China's total exports. The large rise 
in exports of petroleum, coal and other minerals and primary products caused 
the share of heavy industrial exports to expand greatly, whereas the rise in 
machinery, electrical goods, chemicals and other manufactured products was 
limited. 


China's exports are a component of world trade, and comparison of the change 
in our mix of exports and trends in the world export mix reveals the following 
characteristics. 


A. Primary Products Comprise More Than One-Half of China's Total Exports 


In recent years, primary products have accounted for approximately 38 percent 
of the world's total volume of exports, and the ratio of primary-product 
exports to total exports for most developed countries and newly industrialized 
countries has declined to 10 percent or less. Yet in 1985, primary products 
accounted for 54.2 percent, and petroleum, coal, grain and cotton comprised 34 
percent of China's total exports. There are a number of disadvantages to 
having a high share of primary products relative to total exports. The first 
disadvantage is that primary goods are affected by resource supply, climate, 
natural disasters, the level of production technology, substitution of cheaper 
products and monopolistic competition; and changes regularly occur in the 
relationship between supply and demand, world trade volume and international 
prices for these goods, which leads to instability in exports of and 
considerable fluctuation in foreign-exchange earnings from these goods. During 
most of the years between 1979 and 1985, the international prices of our six 
major primary-product exports--petroleum, coal, rice, soy beans, corn and 
cotton--rose or fell 10 percent or more, sometimes even more than 30 percent. 
We have also been affected by the slump in world oil prices’ since the 
beginning of this year, and our oil prices declined by an average of more than 
30 percent during the first half of this year compared to the same period last 


26 








year. The decline in the oil prices, like the instability in our other 
primary-product exports, has severely disrupted planning for and balanced 
growth of our domestic economy. A second disadvantage of having a high share 
of primary-product exports is that prices for these goods are falling. 
Statistics from the World Bank indicate that, among the general world price 
indices for primary products betwe2n 1948 and 1982, 1982 prices of non- 
petroleum primary goods fell approximately 20 percent from their levels in 
1975 and were at their lowest levels since 1950. International terms of trade 
continue to deteriorate for these goods. In the past several years, 
international prices for rice, which has always been one of China's key 
exports, have steadily fallen, and our foreign-exchange earnings from that 
staple export have declined. In 1985, the average price of exported rice was 
only 66 percent of the price we earned in 1975. China has also suffered 
greatly from the decline in prices for other primary products. The third 
disadvantage of having a high proportion of primary-product exports is that 
they are price inelastic. Primary products are resource- and labor-intensive, 
and the production of most of such goods is limited by raw-material reserves, 
arable land area and many other factors, so that it is very difficult to 
increase exports of such goods rapidly or geometrically for long periods of 
time. And the experience of many countries has shown that, once a country 
exporting primary products reaches a certain level of development, the demand 
for such products from domestic processing industries and domestic commerce 
increases rapidly, so that export growth rates for these products tend to 
decline. Population growth has stagnated in developed countries, which thus 
have a coefficient of elasticity of demand for agricultural and sideline 
products of only 0.3 to 0.5. And the rapid growtn and substitution of high- 
technology, new sources of energy and new synthetic materials has dealt a 
severe blow to the export markets for traditional primary products. According 
to statistics, energy and oil consumption per-unit GNP have declined in the 
United States, Japan, France and the FRG by 16 and 26 percent, respectively, 
Since 1973, oil demand in 1985 was down 11 percent from the 1976 level, and 
there was a glut of 350 million metric tons of oil throughout the world in 
1985. Elasticity of world demand for primary products will continue to shrink 
in the future. 


The ratio between exports of manufactured goods and of primary products to a 
certain degree determines that country's export price-elasticity and has a 
direct effect on the rate of growth of that nation's export trade. In 1957, 
primary products comprised 63.6 percent of China's exports, which totaled $1.6 
billion, while manufactured goods accounted for 36.4 percent of the total. In 
1961, primary products comprised 79.2 percent of South Korea's exports, which 
totaled $500 million, and manufactured goods accounted for 13 percent of the 
total. Thus at that time, China led South Korea both in total export volume 
and in export mix. Nevertheless, from 1961 to 1982, South Korea followed a 
strategy of export-led growth and strived to increase her exports of 
manufactured goods, raising these 3,796-fold during this period. Thus by 1982 
primary products accounted for only 8 percent of South Korea's total exports, 
whereas manufactured goods had risen to 92 percent of the total (of which, 
heavy industrial and chemical products comprised 71 percent and lLight- 
industrial goods and textiles, 21 percent). During the same period, China's 
exports of manufactured goods and primary products increased at an average 
annual rate of 13.4 and 11.8 percent, and the ratio between China's exports of 











manufactured goods and of primary primary products shifted from 36:64 to 
50:50. Thus the change in the share of manufactured goods in our total exports 
was not very appreciable during this period. And by 1984, South Korea had 
become the 14th largest exporter in the world, whereas China was back at 18th. 


B. China's Ratio of Machine and Electrical-Good Exports Is Small, and Her 
Export of These Products Is Growing Sluggishly 


According to the UN international trade classification system, China's exports 
of machinery and electrical goods totaled $2.2 billion in 1984, comprising 
only 9 percent of our total exports and accounting for only 0.34 percent of 
the total exports of these products in the world. The ratio of these exports 
to our total exports is not only lower than the corresponding ratio for 
developed and newly industrialized countries but is also lower than that of 
some developing nations. There is a vast world market for these exports, they 
have great growth potential and their sales are growing rapidly. According to 
the 1982 “International Trade Statistics Yearbook," machine and electrical- 
good exports rose at an average annual rate of 14.37 percent between 1975 and 
1982. Moreover, such exports were not greatly affected by the worldwide 
recession, and prices thereof rose steadily. China's machine and electrical- 
good exports are small in volume and limited in variety and earn little 
foreign exchange, so we have found it difficult to exploit the advantageous 
conditions obtaining for these goods, and thus the growth in our exports of 
these goods has been limited. 


C. Manufactured Goods That China Exports Are Not Highly Processed, Are Low in 
Grade and Quality and Earn Little Foreign Exchange. 


China's manufactured-good exports consist large! of light-industrial products 
and textiles, which comprise approximately 60 percent of our total exports of 
finished products. Admittedly, the quality and grade of our light-industrial 
and textile exports have improved in varying degrees for many years, but on 
the whole these exports consist largely of low-grade cheap, and high-volume 
goods that are of poor quality. China is the world leader in the quantity of 
textiles exported but ranks 10 in textile export value. In recent years, 
developed nations have imposed an increasing number of protectionist 
restrictions on trade, so emphasis has shifted to increasing export foreign- 
exchange earning rates, and it is less and less possible to increase export 
value by raising export quantity. 


In the past several years, the widespread decline in China's product quality 
has become a new problem hampering our exports and especially our efforts to 
increase the volume of our exports of light-industrial goods and textiles. A 
considerable number of the garments we export to Japan and other nations are 
very poorly dyed, have pins mixed in with them, have bent pins, are improperly 
stitched, have discolored accessories, are unevenly pressed and improperly 
folded and suffer from other problems of quality, thus creating difficulties 
for dealers marketing these goods. Many Japanese businessmen believe that if 
we do not promptly improve the quality of our textiles, we may soon lose our 
share of the market to South Korea, Taiwan and Hong Kong. On Hong Kong 
markets, it has become very difficult to market our textiles because our goods 
do not meet the tastes and the demands of most Hong Kong consumers, some of 








our goods have declined in quality and our packaging is backward. Relevant 
survey data indicate that during the 1960s, when our textiles were booming in 
Hong Kong, 130 companies specialized in Chinese products in Hong Kong, Kowloon 
and the New Territories but that now only 69 such firms remain, many of which 
also deal in Japanese, Taiwan and Hong Kong products. 


Facts prove that shortcomings in export mix influence the rate of growth and 
the future of exports and adversely affect the development of the domestic 
economy. Steady expansion of manufactured-good exports and improvement in the 
sophistication and level of processing will promote fuller exploitation of 
domestic productive potential, reductions in costs, increases in labor 
productivity, acceleration of technological improvement and development of all 
sectors. In terms of the development of export trade, changes in the export 
mix will help fundamentally resolve the contradiction between domestic and 
external sales and ensure steady growth in the supply of goods for export, and 
increases in the value added of our exports will improve the overall economic 
results thereof. Essentially, we must respond to growing world export trade, 
Steadily increase, in accordance with the changes and trends in international 
demand, the share, relative to our total exports, of goods in which we enjoy 
comparative advantage and which possess growth potential so that our exports 
will continue to prosper amidst international competition and so that we earn 
more foreign exchange for the nation. 


III. Ideas on How to Improve China's Export Mix 


Improvement in China's export mix must be carried out step by step in proper 
order, and we must progressively replace low-grade exports with high-grade 
products. While vigorously expanding exports of items that currently sell well 
abroad and while trying to provide more foreign exchange for the program of 
opening up to the outside world and for domestic economic development, we must 
aggressively foster new exports in which we do not currently seem to possess 
much comparative advantage but which enjoy tremendous growth potential and 
excellent futures, and we must use these goods to replace the exports in which 
we are gradually losing comparative advantage. Practical realities dictate our 
program to improve China's export mix should be carried out in two stages--the 
short term and the long term. 


A. During the Seventh 5-Year Plan, We Must Aggressively Tap and Develop the 
Potential of and Exploit Our Comparative Advantage in Our Hot-Selling Exports 
and Diversify Our Exports 


At the present stage, light-industrial goods, textiles and primary products 
will continue to form the bulk of our exports. During the seventh 5-year plan, 
we must focus on improving the quality and grade and on increasing the variety 
of design and color of our light-industrial and textile exports, open channels 
for many new foreign-exchange earning exports and strive to diversify our 
exports. These efforts will help reduce our overly great reliance on a_ few 
staple exports and mitigate the effects on our economy of unstable export 
prices for primary products and of the lack of leeway we have to increase our 
existing exports. And these efforts will help us "counter crop failures with 
bumper harvests" and strengthen China's ability to balance her earnings and 
expenditures of foreign exchange. 
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The rise in workers' wages in developed countries has made the costs of 
producing textiles and other such goods in those nations markedly higher than 
in developing countries and thus has caused developed countries gradually to 
lose their comparative advantages in the export of such goods. Many developed 
nations are adopting a variety of measures to accelerate readjustment of their 
domestic production mixes, elimination of such "sunset industries" as textiles 
and development of such "sunrise industries" as computers, new materials and 
new energy sources. South Korea, Hong Kong and other regions have taken 
advantage of the opportunity provided by this shift in production by developed 
nations to aggressively expand exports of light-industrial goods and textiles 
to these nations and thus have earned more foreign exchange. Hong Kong has 
used its industrious and ingenious Chinese labor force to expand apparel 
production and exports and to rank first in the world in terms of apparel- 
export volume and value. China's labor costs are even lower than those of 
Southeast Asia, and we possess considerable capacity and technology for light - 
industrial and textile production, have accumulated much experience and 
learned many lessons in light-industrial and textile production and export 
Over the years and boast all the conditions needed for take-off in these 
industries. During the seventh 5-year plan, we must strive to increase the 
value added for these products, rely more on improvements in quality and 
results, rather than increases in quantity, to expand exports, transform high- 
volume, low- and medium-grade goods into high-grade commodities, and diversify 
product variety and specifications. Among light-industrial goods and 
textiles, we must give priority to the expansion of exports of apparel, 
bedding, handicraft ornaments, furniture sets, glassware, sports equipment, 
enamelware and ceramics. And we must take advantage of our abundant supply of 
agricultural and sideline products and the fame enjoyed throughout the world 
and the long history of our cuisine and foodstuffs and strive to develop new 
Chinese-style food exports. These efforts will help soak up primary 
agricultural and Sideline products and increase the value added of 
agricultural and sideline exports. 


Despite this year's oil-price slump, the price China currently receives for 
her petroleum exports still is higher than average export prices were in the 
1970s, and petroleum is cheap to produce, earns much foreign exchange and thus 
should continue to be exported during the seventh 5-year plan. China has very 
abundant coal reserves which are widely distributed throughout the country, 
and the development of the Northwest coal production base and the completion 
of the "three harbors and two railways" (the coal loading docks in the ports 
of Qinhuangdao, Shijiusuo and Lianyungang and the Beijing-Qinhuangdao and Yan- 
Shi Railroad lines) will increase coal supply and shipping capacity. Although 
China's per-capita supply of energy is low, the level we have attained in 
economic development is very uneven geographically, and there is great 
disparity in per-capita energy consumption between cities and the countryside 
and between rich coastal regions and old revolutionary bases, minority 
nationality regions, border areas and poor districts. Thus the state can 
ensure better economic results in resource use by assembling, in a planned 
fashion, a small amount of petroleum and coal for export. We must establish a 
broad and solid international marketing network and expand sales of these 
energy sources in limited markets, and we must stress the establishment of 
export coal production bases, resolve such quality problems as excessive 
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moisture, ash and sulfur contents in our export coal and improve the 
international competitiveness of our coal. We must also engage in more 
sophist:icated processing of nonferrous metals and strive to expand exports of 
tungsten, tin, zinc and other nonferrous metals. 


Since the 3d Plenum of the 11th CPC Central Committee, China's grain and 
cotton exports have grown faster than expected. During the seventh 5-year 
plan, we must continue to use policy incentives to mobilize peasant enthusiasm 
for production, and we must also make better use of science and technology, 
promote across-the-board development of agriculture, forestry, animal 
husbandry, sideline industry and fishery, and expand exports of grain, cotton, 
tea, fruit, edible oil and other agricultural and sideline products. For some 
commodities, we may use imports and exports to readjust supply so as to 
invigorate domestic economic service. 


The strategy of export diversification, which was introduced during the early 
1950s, has been adopted by many nations, and many developing countries have 
begun to increase the number and variety of goods they export and to varying 
degrees have changed their previous, monolithic and backward export mixes. 
Over the past 30-some years, China has achieved some success in diversifying 
her export mix. Nevertheless, our existing exports remain very limited in 
variety and type, which situation is unsatisfactory. In the markets of some 
regions of the world, the number of manufactured goods we sell is 5 to 10 
times less than the number sold by Taiwan and South Korea. We possess all the 
conditions needed to produce many of the goods South Korea, Hong Kong and 
Taiwan export. Yet due to our previous closed-door, autarchic policy of import 
substitution, our export-producing enterprises were unable to have direct 
contact with foreign markets and experienced little change in demand for their 
products, which situation eliminated any opportunity for the "birth" of new 
exports that should have been "born" and made such products even more 
difficult to develop. Moreover, we completely copied the Soviet-style planned 
economic system, relied on a small number of foreign-trade planners to draw up 
blueprints for export development and to a certain extent violated general 
laws governing commodity production, prevented producers from using their 
ingenuity, caused production to become divorced from demand, spurred 
overstocking and long prevented changes in product specifications. In fact, 
internationally, many staple exports have by no means been developed through 
central planning but have grown spontaneously. The wigs exported by South 
Korea and the toys sold by Hong Kong during the 1960s and the large quantities 
of low-, medium- and high-grade tennis rackets exported by “aiwan in recent 
years were not developed as key products by foreign-trade planning departments 
but rather were created by a multitude of small and medium enterprises through 
trial and error. Today, as economies and technologies develop rapidly, product 
life cycles of growth, maturation, prosperity and decline are gradually 
shortening, and more and more of China's light-industrial and textile exports 
are entering a period of decline. Faced with this serious threat, we must link 
central planning with producer-enterprise experimentation and enterprise test 
marketing with state support so as to bring the ingenuity of all Chinese 
people into play and to accelerate export diversification. An important issue 
that we must study in our efforts to restructure foreign-trade administration 
is how, while maintaining a unified approach to foreign affairs, we can ensure 
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that enterprises receive an uninterrupted flow of information on the demand 
for various products on international markets. 


B. We Must Fully Recognize the Potential Advantages China's Machine and 
Electrical Exports Possess, Treat Increasing These Exports as a Central Task 
in Our Efforts to Improve China's Export Mix and Stress and Properly Effect 
This Task 


The expansion of machine and electrical exports occupies a very important 
position in China's economic development strategy, for increasing these 
exports will help us change our backward export mix, promote improvement of 
technology and management in China's machine and electrical industry and 
provide more advanced technology and equipment for our four modernizations. 


China possesses many potential advantages in her effort to develop her machine 
and electrical industry. Compared to nations having per-capita incomes 
Similar to ours, China's machine and electrical industry has a very solid 
foundation. The industry has long had a full range of sectors, substantial 
amounts of equipment and solid levels of technology and know-how. As of 1984, 
the industry accounted for 24 percent of the total value of fixed capital held 
by all industry and in 1985 had a total output value of 234.0 billion yuan, an 
increase of 96.5 percent over 1980. The scale of our machine and electrical 
industry even exceeds that of some middle-income countries having per-capita 
incomes of $3,000-4,000 and thus can surely grab a bigger share of the 
international markets for machinery and electrical goods. During the seventh 
5-year plan, we should concentrate our forces on laying the foundation for the 
expansion of our machine and electrical exports and on improving the quality 
of these goods, and we should strive to lay the groundwork and complete 
preparations in terms of policy, economic regulation, technological 
management, export administration and other areas for the vigorous development 
of exports after 1990. Over the next 5-10 years, we must transform our 
manufactured-good export mix, which currently consists primarily of light- 
industrial products and textiles, toa mix that is comprised largely of 
machinery, electrical goods and chemicals. 


Importers in all nations place much more stress on brand names and the 
intrinsic quality of machinery and electrical goods than tney do for cheap 
primary products that are consumed all at once, and even though name-brand 
products may be very expensive, demand therefor outstrips supply, and sales 
thereof exceed those of various no-name products several times or even 20- to 
30-fold. Our state finances are limited, so in fostering production of 
machinery and electrical goods, we must by no means provide indiscriminate 
Support but instead must stress development of products that enjoy large 
markets abroad and growth potential and in which we possess a certain amount 
of export experience and advantages, and we should gradually develop Chinese 
name-brand products. At present, we should stress production and export of 
automobiles, precision numerically-controlled machine tools, medium and small 
electric-generating equipment, ships, agricultural machinery, electrical 
appliances, electronic consumer goods, bicycles, sewing machines, watches and 
the like. As support funding gradually grows, we can begin nurturing more 
products. 
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C. We Must Make Full Use of China's Advantageous Situation, in Which Multiple 
Levels of Productive Technology Coexist in Our Country, and Develop New 
Technology and Knowledge-Intensive Exports 


The world has entered a new era that is symbolized by computers, genetic 
engineering, lasers, fiber optics and the like. This era will touch off 
technological revolutions across an even broader range of sectors than 
previous industrial revolutions. New technology will propel economic progress 
in developed countries and spur economic take-off in developing countries. 
Bilateral trade and other contacts are steadily growing, so new technology 
will spread more rapidly. 


Now that developed countries have taken the lead in readjusting their 
productive structures, changes are occurring in the world trade mix, and trade 
in computers, computer software, fiber optics and new materials is increasing 
many fold. With the exception of motorcycies, all of Japan's industrial 
exports registered an increase in 1984, her exports of industrial electronic 
products grew at the highest annual rate ever recorded, 23.5 percent, and 
among these products, computer exports rose 40 percent. With the entrance of 
computers into production, research, health, defense and other spheres and 
home use, prospects for the growth of the market for these goods are very 
bright. It ic estimated that world demand for microcomputers will grow at an 
average annual rate of 50-100 percent, so that the number of computers in use 
throughout the world will rise from the current figure of 3-odd million [as 
published] to 130 million in 1990 and 300 million in the year 2000. Demand for 
software has grown and will grow at a similar rate. American sales of software 
products totaled $100 million in 1966 and reached $8 billion in 1985, an 
average annual increase of 26 percent. 


Labor-, capital- and knowledge-intensive industries coexist in China, and even 
though the proportionate relationship among the sizes of these industries is 
backward, China has 38 computer companies and integrated-circuit industries, 
our computer-production technology has reached a pretty good level and we can 
produce both computers employing large and very large integrated circuits and 
normal microcomputers. So the industry will develop more rapidly if the state 
provides it with selective and vigorous support. At present, we should focus 
our attack on software exports and vigorously develop new products. Software 
is a technology-, knowledge- and labor-intensive product, and over the past 
30-odd years we have trained many college students, graduate students and 
technicians in computers. So if the state creates new material conditions and 
initiates new policies, we can make full use of this technical expertise. The 
Capacity of our vast army of software producers to earn foreign exchange 
should not be underestimated. With the rapid growth of the information 
society, computer industries in developed countries have encountered a severe 
shortage of software developers. Computer companies in Japan and the United 
States attach much importance to China, which is famous throughout the world 
for its industriousness and ingenuity, and some companies have proposed 
training programmers for China. Thus China is very capable of greatly 
increasing her exports of computers and software. 
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Over the last 10-odd years, developed countries have transferred a number of 
labor-intensive industries that are serious polluters and that consume many 
raw materials and much energy to ceveloping countries and have upgraded their 
capital-intensive industries, focusing on automation, reduction in energy 
consumption and cleanliness. Meanwhile, these countries are also aggressively 
developing new technology- and knowledge-intensive industries, and it is 
estimated that after the 1990s the processing or assembling these countries 
have frequently shifted to developing countries, which have lower labor costs, 
will no longer be profitable. In the future, the growth rate of a nation's 
export trade will be determined by the quality and level of that nation's 
technology and kmowledge. To ensure that exports continue to grow at a rapid 
rate and not run out of steam, South Korea, Brazil, Singapore and other 
nations are emphasizing the establishment of high-tech, knowledge-intensive, 
sophisticated industries. Faced with the changes that might occur in 
international markets in the next 20 years, China's coastal areas and open 
cities, especially Shanghai, Beijing, Tianjin, Guangzhou and the like, should 
gradually establish, deve.op and expand Mmowledge- and technology-intensive 
export industries in accordance with world economic and technological trends. 
The changes in productive mix that coastal areas initiate will add new 
exports, promote changes in the productive structures of the interior and thus 
will have the dual effect of "allying with the interior and getting closer to 
the outside world." This < ‘proach will improve and rationalize, in accordance 
with developments in the world economy, the proportionate relationships among 
the three types of industry--labor-, capitul- and knowledge-intensive--that 
coexist in China and that comprise our productive structure and our export mix 
and thus will accelerate the growth of our economy and our export trade. 


IV. Improvement of Our Export Mix Represents One of the Types of Systems 
Engineering That Are Required in China's Economic Development 


Over the last 30-odd years, China has followed an internally oriented strategy 
of import substitution. During this period, our products had a hard time 
breaking into foreign markets because te did not effectively encourage 
exports, our exports were not competitive internationally, domestic 
manufacturing industries were slow in improving their technology, export mixes 
Stayed the same for many years and our products were poor in quality and 
expensive. Moreover, this strategy was not conducive to change in our export 
mix or to expansion of manufactured-good exports. China employs central 
planning, and the ratio of inputs she makes in export industries and foreign- 
trade departments (that is, capital construction, investment in technological 
transformation, loans, export credits, material incentives and allocation of 
electrical power, fuel, raw materials and power machinery) and the relevant 
economic parameters she employs (that is, foreign-exchange rates, tax rebates 
for exports, sales-tax exemptions, export licenses and the amount of foreign 
exchange units are permitted to retain) are basically set, in accordance with 
certain balanced proportionate relationships, in economic plans for the 
national economy. And so long as there are limits to growth in aggregate 
supply, any attempt to increase greatly the share of inputs devoted to a given 
sector or department in these balanced plans will engender new and intractable 
contradictions. Thus, once balance is achieved, all sectors serve as checks on 
each other, and change in sectoral input shares is impossible. It now appears 
that the balance created through this strategy is not advantageous for the 








expansion of manufactured-good exports. Important pronouncements issued by the 
CPC Central Committee and the State Council indicate that China has entered a 
new era in which she must adopt the strategy of "promoting exports." 
Nevertheless, we must recognize that it will take much time and effort to 
change the sectoral input shares and economic parameters that have grown up 
over many years. To accelerate change of our backward export mix, we must 
establish new administrative structures within this field of systems of 
engineering so that our work can get on the right track. 


A. We Must Establish a Decision-Making System That is Rooted in State Council 
Export Work Conferences 


Improvement in our export mix involves many fields and many types of work, 
such as research, production, technological transformation, enterprise 
management, industry, foreign-trade enterprise evaluation systems, domestic 
and international circulation, exchange of information and the coordinated use 
of various policy instruments. Our previous reliance solely on foreign-trade 
departments or on certain productive agencies to coordinate, organize and 
balance the work of various units was not very effective because supervising 
units lacked the necessary authority. And economic decision-making authority 
has been decentralized even more in recent years, creating many centrifugal 
forces. What we need instead is a unifying force, because no single member 
unit can handle this work successfully. Departments under the State Council 
are directly responsible to the council for different types of work. In 
general, the chief task of any department is to ensure that the work for which 
that department is responsible is carried out successfully and without a 
hitch. When external demands and requests conflict with the basic duties of 
the department, the department will try to resolve the conflict by 
subordinating the former to the latter. This tendency represents faithful 
discharge of duty by the departments and prevents chaos from occurring in the 
planned development of the national economy. Nevertheless, from another 
perspective, if the vestiges of the old internally oriented development 
Strategy are retained in the balanced, proportionate relationships of the 
national economy, departmental "faithfulness to duty" will to a certain extent 
delay our efforts to change our export mix. Thus it is apparent that, if we 
are to improve the export mix, it is essential that we establish an 
authoritative decision-making organ that is not limited by departmental 
boundaries and that can coordinate and decide our work. Only by smashing the 
Old system and the old balance can we promote exports of manufactured goods, 
earn more foreign exchange for the nation and establish a new economic balance 
at a tigher developmental level. Given China's actual conditions, we must 
regularly convene State Council export work conferences that are chaired by 
the premier or a vice premier and that can promptly examine and approve export 
policies, create new administrative structures, study and resolve major 
problems that have wide-ranging effects and that we encounter in our effort to 
expand exports, and ensure that this type of systems engineering functions 
properly. 


In 1965, South Korea established its Export Expansion Promotion Conference 
system, holding such conferences, which were chaired by the president himself, 
once a month, and has continued the system uninterrupted to this day. At each 
meeting, the minister of trade and industry gives a report on how well export 








plans are being implemented. If the plans have not been fulfilled, he analyzes 
the reasons for this failure and proposes measures to correct the problem, and 
the president gives instructions on how things should be resolved. In 
addition, Japan has created a "Supreme Export Conference" and Taiwan's has an 
"International Trade Commission," which organizations coordinate the work of 
prefectural or provincial departments in meeting export targets and have 
become the core leadership in this country's and this region's efforts to 
expand exports of manufactured goods. The effectiveness and ability to resolve 
problems makes these organs irreplaceable, and the organs forcefully promote 
rapid growth of export trade. 


B. We Must Establish an Export Production System That Is Rooted in 
Manufactured Goods 


Our machine, electrical, light-industrial and textile production has achieved 
a high level of specialization, and domestically and internationally there are 
high expectations and demands concerning the precision, reliability, use life, 
appearance, design and packaging of these goods. So if we are to ensure 
sufficient supply of and quality in our export goods, we must establish stable 
production and supply bases and channels for these commodities. Now we must 
move quickly to establish machine, electrical, light-industrial and textile 
production systems; divide enterprises producing exports into three types-- 
export-base enterprises (enterprises specializing in production of particular 
exports), enterprises enjoying expanded authority to engage in foreign trade 
and normal exporting enterprises; and make these three forces the backbone of 
manufactured-good export production. Export-base enterprises must be oriented 
to the international market, strive to fulfill state-assigned export and 
foreign-exchange earning targets, gradually establish independent accounting 
and assume full responsibility for all profits and losses and, although unity 
vis-a-vis the outside world must be maintained, be granted authority to manage 
their own foreign trade and to retain and use foreign-exchange earnings. In 
establishing these enterprises, we must choose the best units and examine and 
select candidates in terms of the quality of their products, their 
technological-development capacity, the potential marketability of their 
products abroad, the volume of their exports and the quality of their 
management. Enterprises enjoying expanded authority to engage in foreign trade 
must continue to fulfill key development tasks assigned by the state and must 
also assume more export responsibilities, participate in negotiations with 
foreign businessmen and be granted other special privileges. 


Export-base enterprises and enterprises enjoying expanded authority to engage 
in foreign trade must establish joint operations with other units so as_ to 
strengthen their lateral economic ties and gradually create groups of 
enterprises that specialize in the production of certain manufactured export 
goods, transform individual advantages into group advantages and _ thereby 
become the main forces in China's export of manufactured goods. After 5 years 
or more, these two types of enterprises should provide more than half of 
China's manufactured-good exports. Normal exporting enterprises and township 
and town enterprises should strive to improve the quality of the manufactured 
goods they produce, and the state should employ economic regulatory measures 
and preferential loans to encourage these enterprises to increase their 
exports steadily. 
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China's defense industries which have better technology, equipment and 
productive levels than other industries, have assembled a large corps of 
first-rate technicians and scientists, possess much strength and potential in 
the production and export of manufactured goods--especially machinery and 
electrical products, should be granted special funds for technological 
transformation and special loans, and should be assisted in their efforts to 
resolve such concrete problems as raw-material and equipment supply so as to 
accelerate the transformation of their production from military to civilian 
use. 


While establishing export production systems, we must also create a corps of 
personnel specializing in trade in and export of specific commodities and 
erect external sales, marketing and service networks in a planned and step-by- 
step fashion. 


C. We Must Establish an Interactive and Coordinated Economic Regulatory System 


Import and export tax rebates, subsidies, foreign-exchange rates, foreign- 
exchange retention, import and export licenses and assignments of import and 
export quotas are the primary regulatory measures that we can employ to 
encourage exports of manufactured goods. Because each regulatory measure has a 
certain range of applicability and certain limitations, we must establish 
interactive relationships among and coordinate these measures in accordance 
with their applicability and effects so as to give full play to their tracking 
and regulatory functions. To encourage exports of manufactured goods, our 
current work must focus on the following areas. 


1. The issue of rebating value-added and commodity taxes. Production of 
manufactured goods characteristically occurs in many stages and on many 
levels. Thus many countries, in order to provide producer incentive and to 
strengthen the competitiveness of their goods in international markets, reduce 
or eliminate taxes on the manufactured goods, especially machinery and 
electrical products, they export. For example, the FRG, Argentina and other 
nations exempt exports from value-added taxes, and India and other countries 
do not collect sales taxes on exports. The multiple taxes we impose on 
manufactured goods that require many levels of processing and have large 
values added discriminate against these goods and objectively serve to 
encourage exports of primary products and to restrict exports of manufactured 
goods. To expand exports of the latter, we must implement as quickly as 
possible the tax rebate regulations China has promulgated, simplify rebate 
formalities as much as possible, reduce the amount of time it takes to process 
rebate applications as much possible and properly set, in accordance with the 
principle of keeping enterprise profits on exports a little higher than 
profits on domestic sales, the ratio between income taxes and reductions in or 
moratoriums on adjustment taxes, so as to enable our manufactured goods to 
compete on an equal basis internationally. 


2. We must establish banks specializing in foreign trade that will support 
exports of manufactured goods. Manufactured goods, especially precision 
products, require longer production periods, consume larger amounts of raw 
materials and tie up more funds for longer periods of time. By China's normal 
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commercial bank credit standards, these goods yield poor returns on investment 
and involv great risk. Thus, in the absence of financial assistance from the 
state, commercial banks are not very enthusiastic about granting loans to 
enterprises producing exports. Governments of many nations have created 
medium- and long-term credit funds to encourage and assist exports of 
manufactured goods. Large exporters of machine and electrical products such as 
Canada, the FRG, France, Japan and the United States have established special 
export banks, which cooperate with commercial banks flexibly to employ export 
funds created by the state to provide preferential, low-interest loans to 
export enterprises and thus forcefully promote the growth of export 
production. We should consider adopting this approach. 


D. We Must Establish an International Market Information System 


To expand exports of manufactured goods, we must provide domestic producer 
enterprises with international market information. In the past, enterprises 
lacked access to information, and this was one of the major causes of the 
backwardness of our products. We must now make full use of the informational 
channels possessed by government departments both at home and abroad to 
provide a steady supply of information on market demand, new technologies and 
new products to export enterprises so as to ensure that our exports are 
marketable and keep pace with new trends. 


Hopes for growth in China's exports rest with the expansion of manufactured- 
good exports. The state should establish special incentive funds to encourage 
these exports and to reward enterprises and individuals who, despite all 
difficulties, have made outstanding contributions to the expansion of China's 
export of manufactured goods. 
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FOREIGN TRADE, INVESTMENT 


FUJIAN GOVERNOR OUTLINES PROVINCIAL TRADE WORK 
OW271225 Fuzhou FUJIAN RIBAO in Chinese 19 Feb 87 p 1 


[Excerpt] The provincial government called a work conference on 
provincial trade 6 to 12 February to study ways to accelerate the pace 
of circulation reform; to improve enterprise management; to make 
arrangements for urban and rural markets; and to promote stable and 
coordinated development of the economy. 


Governor Hu Ping and Vice Governor Wang Yishi spoke at the meeting. 


Hu Ping fully affirmed the results of provincial trade. He said: It 
is important for economic departments responsible for trade within the 
province to do a good job in provincial trade, arrange good market 
supply, and stabilize commodity prices. Their work is instrumental in 
gradually improving the people's livelihood and in promoting stability 
and unity. Their work is also important in our reform endeavors; our 
opening to the outside world; the rejuvenation of the domestic economy; 
and our efforts to develop an export-oriented-type economy. 


Hu Ping said: We should strive to make new progress in this year's 
provincial trade in the following areas: Further deepen reform; further 
enliven enterprises; renovate operation style; tap enterprise potential; 
increase procurement and sales; attach importance to social benefit 

[she hui xiao yi 4357 2585 2400 4135]; raise economic benefits; cut 
expenses by 2 percent; cut losses by 2 percent; bring about a prosperous 
market; seek stability in commodity prices; stress civility in commercial 
deals; offer good services; and strive to become a model enterprise. 


Comrade Hu Ping stressed: In this year's provincial trade work, we should 
launch an extensive and sustained campaign to increase production and 
practice economy and increase revenue and cut costs; we must show results. 
This campaign should follow the following principles: First, we should 
proceed steadily from reality and guard against rashness. Second, we 
should fully understand the nature of the campaign and launch it correctly. 
We should not only stress increasing production and neglect practicing 
economy. We cannot just pay attention to increasing revenue while 
disregarding cost cutting or merely talk about practising economy without 
mentioning an increase in production and revenue. Third, in increasing 











production, we should produce more marketable products; constantly 
upgrade product quality; constantly reduce production costs; closely 
link production with circulation and consumption; and seek mutual 
coordination among production speed, proportion, and benefit. Fourth, 
we should tap potentials within an enterprise; constantly improve 
enterprise operation and management; and not shift production costs to 
the state and consumers. 


Governor Hu Ping said: Governments at all levels should strengthen 
leadership over trade work within the province; and departments concerned 
should give support to provincial trade work. They should abide by the 
following words: Respect, concern, support, upgrading, and protection. 
By respect, we mean that as members engaged in provincial trade work 
serving the entire society, society should give them due respect for their 
labor. By concern we mean that in addition to showing them political 

and ideological concern, we should take care of their social needs and 
help solve their difficulties. By support, we mean that party and 
governments at all levels should, in accordance with local specific 
conditions and reality, do some practical things every year for members 
engaged in provincial trade. Finance, banking, taxation, labor, and 
personnel departments should give them assistance and cooperate with them. 
By upgrading we mean that we should take effective measures to upgrade 
training work, including the training of trade personnel working for 
individually owned or collectively owned enterprises. By protection, we 
mean that after the separation of management from ownership, we should 
exercise proper supervisory power over enterprises, mainly to ensure 

that the principles and policies of separation of management from 
ownership are being implemented. However, we should refrain from 
interfering in the operation activities of enterprises; we should not 
infringe on the legitimate interests of enterprises; we should not impose 
irrational charges; and we should not tamper with the assets of enterprises. 
We should give legal protection to members working in provincial trade to 
ensure their normal working order. 
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FOREIGN TRADE, INVESTMENT 


XINJIANG CALLS FOR INCREASED INDUSTRIAL EXPORTS 
HK171130 Urumqi Xinjiang Regional Service in Mandarin 1300 GMT 16 Mar 87 


[Excerpts] An autonomous regional conference on light industry which 
concluded today noted: This year, our region's light industry must 
conscientiously implement the strategy for developing large-scale agriculture; 
deepen the reform of enterprises; energetically increase the output of 

key famous brand, quality, and special products and the output of of 

key small, portable, and expensive products; strengthen its ability to 
increase foreign exchange income through exporting its products; and 

quicken the pace of turning its domestic-oriented economic setup into an 
export-oriented one. 


The conference noted: Light industry is a leading industry engaged in 
the implementation of the strategy for developing large-scale agriculture 
in our autonomous region. All areas and departments must break down 
barriers between higher and lower levels, between different departments 
or areas, and between different systems of ownership to encourage units 
owned by the whole people and collective and individual units to make 
joint efforts to energetically develop light industry. 


The conference stressed: This year, all enterprises must stress the 
work of increasing foreign exchange income through an increase in 
light industrial exports and make new breakthroughs ir the quality, 
grades, and processing levels of light industrial exports. 


Zhang Sixue and Tuohuti Shabier, leaders of the autonomous regional party 
and government organizations, attended and addressed the conference. 
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ECONOMIC ZONES 


SHENZHEN'S DEVELOPMENT FORECAST TO IMPROVE 
HK171536 Hong Kong ZHONGGUO TONGXUN SHE in Chinese 1015 GMT 13 Mar 87 


[Article by Shi Fu [4258 1133]: "Development of Shenzhen is Becoming 
Increasingly Steady and Healthy"] 


[Text] According to a bulletin issued by the Shenzhen Statistical Bureau 
on 8 March, the city's total product of society amounted to 7.45 billion 
yuan (renminbi) last year, representing a rise of 3.12 percent over the 
preceding year. This growth rate was far lower than the country's average 
level of last year, as it was to that of Hong Kong. As China's first 
special economic zone, this growth rate is not satisfactory. 


On the other hand, however, last year Shenzhen City really had certain 
achievements to its credit. This can be seen from its gross industrial 
output value of last year, which leaped to the first place of national 
income for the first time and registered an increase of 33.3 percent 
over the previous year. Of this, the output value of Chinese-foreign 
enterprises constituted 13.5 percent, and the growth rate was as high as 
35.5 percent. The amount of foreign investment funds that had been put 
into use reached $489 million, up 48.6 percent over the preceding year. 


These figures show that an export-oriented economic structure with the 
focus on industry has been established after the overheated economic air 
was compressed and the product mix was readjusted last year. 


In the last few years, Shenzhen was somewhat blind in its development 
with capital construction overextended and too many hotels, restaurants, 
and amusement centers were built. In 1984, funds invested in productive 
projects took up only 29 percent of the total and products for export 
were fewer than those sold inside the country. Such a deviation went 
against the CPC's original intention of developing the special economic 
zones and was criticized by various circles. 


To correct the deviation, last year Shenzhen City resolutely adopted the 
following measures: 


First, it reduced the scale of capital construction by stopping construction 
of 51 high buildings and suspending over 700 projects to ensure investment 
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in productive projects. As a result, the investment in industry, transport, 
communications, and energy last year increased by 6.7 percent over the 
previous year. 


Second, emphasis was placed on establishing export-oriented enterprises 
equipped with modern technology. In 1986, the output value of manufactured 
goods for export was 1.82 billion yuan, an increase of 83.5 percent over 
the previous year. 


Third, efforts were made to improve the investment climate in order to 
attract foreign investment funds. The following measures have been 
taken: 1) entry and exit formalities are simplified for the convenience 
of foreign investors; 2) a low tax rate is levied. The income tax rate 
levied on the enterprises in the special economic zone is only 15 percent. 
Enterprises with an investment of $5 million or more and enterprises 
involving higher technologies are subject to lower tax or exempted; 

3) lower land charges and labor remuneration are offered; 4) necessary 
consumer goods (except cigarettes and wines) are exempted; 5) profits 
gained by foreign enterprises for reinvestment are exempted from income 
tax. These measures have begun to yield good results. 


In the current economic development in Shenzhen, there are still many 
problems such as shortage of energy, poor telecommunications and commercial 
services, and low efficiency resulting from overlapping administrations 
with multi-tiered departments. These obstacles are prevefit ing Shenzhen 
from further development. 


Vice City Mayor Zhou Ding lately expressed determination to further 
improve the investment climate. A joint venture thermal power station 
with a 700,000 kilowatt power-generating capacity will be put into 
operation in the middle of next year. The Gaungzhou-Shenzhen electric 
railway, the Mawan and Yantian deepwater ports, and an international 
airport are all under construction. Furthermore, the Shenzhen Special 
Economic Zone, with continuous implementation of previous preferential 
policies, will formulate some new ones, including reduction in or 
exemption from income tax for some enterprises and reducing land charges. 
Tt is believed that the economy in Shenzhen will develop in a more steady 
way and at a faster pace. 
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ECONOMIC ZONES 


SHENZHEN MAYOR ON OUTWARD-ORIENTED ECONOMY 
HKO91313 Hong Kong ZHONGGUO XINWEN SHE in Chinese 1335 GMT 7 Feb 87 


[Report by Zhan Moujun [6124 6180 0193]: "Li Hao Says Shenzhen Will 
Make Efforts in Four Respects to Develop Outward-Facing Economy''--ZHONGGUO 
XINWEN SHE headline] 


[Text] Shenzhen, 7 March (ZHONGGUO XINWEN SHE)--This afternoon, at a 
major meeting of Shenzhen City's cadres, Mayor Li Hao stressed that: This 
year, we should, with our attention focused on the central task of 
developing an outward-oriented economy, continue to devote efforts to 
improving the investment environment, developing export products, 
introducing things from abroad, and increasing the varieties and output 

of export products with the help of mainland forces. 


Li Hao mainly spent his time discussing the problem of how to continue 

to improve the investment environment and to bring about a "microclimate" 
that will facilitate the introduction of foreign capital. He said: 
Shenzhen will soon launch an inspection drive to find out about how 
approved contracts are being executed and what their related problems 
are, what the economic results of foreign enterprises are, how these 
enterprises exercise their operational decision-making power, and how 
various preferential policies are being implemented. Subsequently, we 
will adopt specific measures to deal with these problems. The city 
government will discuss and announce these measures one by one. In this 
way, we can ensure that the State Council's 22 regulations for encouraging 
foreign businessmen to invest money in the country will be faithfully 
enforced. 


He pointed out that: The two major problems of indiscriminate exaction 
of charges and low efficiency are seriously hindering the special 
economic zone from improving its investment environment. To help 
investors make more money, it is necessary to make a special effort to 
solve these problems. This, he stressed, departments and units are not 
allowed to collect money or goods from enterprises under the pretext of 
"raising funds" or "looking for sponsors." Enterprises can refuse to pay 
fees not approved by the provincial and city authorities. Disobedient 
units that do not do things in accordance with the relevant regulations 
and their responsible persons will be sternly handled. 
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Li Hao also discussed the following three things at the meeting: 


--The city will develop marketable and competitive export products and, 
depending on the demand on the international market, develop light, small, 
and sophisticated new industrial products and organize agricultural 
production. 


--The city will focus its efforts on the talks on a number of major import 
projects and strive to have the contracts signed on 12 key import projects, 
including the ones on a color television kinescope plant and an oil 
refinery with a capacity cf 3 million tons. 


--The city will try to bring about major breakthroughs in the application 
of mainland technology and in the development of export products. 


/12858 
CSO: 4006/428 


45 








ECONOMIC ZONES 


PROJECTS OF QINGDAO ECONOMIC ZONE REPORTED 
SK160523 Jinan Shandong Provincial Service in Mandarin 2300 CMT 14 Mar 87 


[Text] While stepping up formation of a favorable investment environment, 
the Qingdao economic and technological development zone is busy discussing 
over and putting into operation the projects that introduce foreign 
investment and establish lateral ties at home. At present, eight 
Chinese-foreign joint venture and cooperative projects, and domestic 
cooperative projects have been commissioned or put into trial production, 
and exports of some products have begun to earn foreign exchange. 


Through nearly 2 years of construction, the Qingdao economic and techno- 
logical development zone has made an investment totalling more than 

120 million yuan, and structures on some 74,300 square meters have been 
completed. Most of the ground construction projects have been completed. 
An investment environment provided with roads, water, power and gas 

supply, and other facilities within[the scope]of 1 square km has been 
basically built. By the end of last year, the economic and technological 
development zone had received more than 1,000 businessmen from 25 countries 
and regions, and signed letters of intention and agreements on 73 projects. 
Official contracts for six Chinese-foreign joint venture and cooperative 
projects and eight projects on domestic cooperation with total transactions 
of more than 41 million yuan have been signed. 


Upon completion, these projects can create 110 million yuan in annual 
output value, and earn more than $7.5 million in foreign exchange. Among 
the projects for which official contracts were signed, eight have been 
commissioned or put into trial production, and some products have been 
exported, earning more than $60,000 thus far. In the meantime, through 
developing service trades, these projects have earned a profit of 660,000 


yuan. 
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INDUSTRY 


SUPPLY, DEMAND OF STEEL PRODUCTS STUDIED 





Beijing JINGJI YANJIU [ECONOMIC RESEARCH] in Chinese No 1, 1987 pp 73-75 


[Article by Wang Mengjui [3769 1125 1145] and Gong Qiao [2162 2890] of the 
Research Office, Secretariat of the CPC Central Committee: "A Preliminary 
Study on Supply and Demand of Steel Products under the Seventh 5-year Plan"] 


{Text] Steel, essential for production and construction, plays a critical role 
in the national economy. What is the steel supply and demand situation in the 
Seventh 5-year plan period? How does it relate to the scale of economic con- 
struction? What measures should be adopted to deal with it? The following is 
a preliminary study of these questions, 


Steel Production, Imports, and Consumption under the Sixth 5-year Plan 


During the sixth 5-year plan period, without much investment from the state, 
the iron and steel industry stepped up production mainly by tapping potential 
capacities, by renovation and expansion, and by adding auxiliary facilities. 
Rolled-steel output increased from 27.16 million tons in 1980 to 36.79 million 
tons in 1985, a 35.5 percent increase in 5 years and an average annual increase 
of 6,3 percent, The average annual increase was 8,3 percent in the last 4 
years, 


Durine the sixth 5-year plan period, net rolled-steel imports increased sharply, 
A to ’ 48,87 million tons of rolled steel was imported in the 5 years, in- 
cre vy an average of 31 percent each year, In the last 3 years, the 
average annual increase was 71 percent, More than 19 million tons of rolled 
steel were imported in 1985 alone, a record high since the founding of the 
People's Republic, With the large quantity of imports, the total of rolled- 
steel supplies in China increased at an average annual rate of more than 10 
percent under the sixth 5-year plan, that is, 16,2 percent in the last 3 years. 


During the sixth 5-year plan period, rolled-steel consumption also increased 
rapidly, at an average annual rate of 10.9 percent, Although consumption 
dropped a little in 1981 as a result of economic readjustment, it rose at an 
average rate of 15,8 percent a year over the next 4 years, In these 4 years, 
consumption of rolled steel for capital construction grew an average of 22,9 
percent each year, and that for production grew an average of 12.9 percent 
each year, 
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Both domestic production and imports of rolled steel increased considerably 
under the sixth 5-year plan, At first, the imbalance between the supply and 
demand of rolled steel showed signs of easing up. Later on, however, because 
the scale of investment in fixed assets went far beyond the original plan, and 
the speed of economic development became too high, resulting in greatly in- 
creased demand for rolled steel, the imbalance between supply and demand made 
a quick turn for the worse. 


Forecast on Steel Supply and Demand under the Seventh 5-year Plan 
There are many methods in the world to forecast the demand for steel, Because 


all methods have their limitations and are based on different data and paranm- 
eters, forecasts are often very different, Here we shall roughly calculate the 


demand for steel under the seventh 5-year plan based on steel consumption during 


the sixth 5-year plan period. 


Calculated in terms of 1980 prices, China's total industrial output value 
(rural industries not included, the same below) was 3,224,400,000,000 yuan 
under the sixth 5-year plan, and total consumption of rolled steel was 
202,590,000 tons in the same period, The rate of consumption of rolled steel 
for every 100 million yuan worth of industrial output was: 202,590,000/ 
3,224,400 ,000,000 x 100,000,000 = 6,283 tons, During the seventh 5-year plan 
period, total industrial output value should increase 7 percent each year, 
Thus, in 1990, the total industrial output value will be 1,163.5 million yuan, 
and the demand for rolled steel, calculated on the above consumption rate, will 
be 73,1 million tons, 


From 1982 through 1985, investment in fixed assets totaled 687.7 million yuan 
(statistics on investment in fixed assets before 1982 unavailable), and rolled- 
steel consumption totaled 173,420,000 tons, The rate of rolled-steel consump- 
tion per 100 million yuan of investment in fixed assets was: 173,420,000/ 
687, 700,000,000 x 100,000,000 = 25,217 tons, Under the seventh 5-year plan, a 
total of 297 billion yuan will be invested in fixed assets in 1990, and the 
demand for rolled steel will total 74,89 million tons in the same year. 


The above is a rough estimate of demand for rolled steel under the seventh 5- 
year plan based on the relationship between total industrial output value and 
rolled-steel consumption and between investment in fixed assets and rolled- 
steel consumption, Under the Seventh 5-Year plan, rolled-steel producticn 
should increase by an average of 4,8 percent each year to 46.5 million tons in 
1990, The following table shows the yearly supply and demand of rolled steel 
under the seventh 5-year plan (unit: million tons): 














Demand Based on Demand Based on Planned 
Year Total Industrial Scale of Investment Rolled- Shortage 

Output Value in Fixed Assets steel Output > 
1986 oe PL 56.99 38,56 17,21-18,43 
1987 59 ,68 61,03 40,41 19 ,27-20,62 
1988 63.85 65.34 42.35 21.50-22.99 
1989 63.82 69 .95 44,38 23.94-25,57 
1990 73,10 74,89 46.51 26.59-28, 38 
Total 320.72 328,20 212,21 108,51-115.99 
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The figures show that the rolled-steei supply will fall short of demand through 
the entire period of the seventh 5-year plan and that the gap will tend to 
widen, Even if the scale of investment in fixed assets does not exceed the 
limit set for the seventh 5-year plan, some 110 million tons of rolled steel 
will have to be imported in the 5 years, an average of about 22 million tons a 
year, to bring about a rough balance between supply and demand. At 1985 prices, 
22 million tons of imported rolled steel cost about $7 billion in foreign ex- 
change, and this will add up to a 5-year total of $35 billion, which will be a 
heavy foreign exchange burden, If the scale of investment in fixed assets ex- 
ceeds the limit set by the seventh 5-year plan, the demand for rolled steel 
will become even greater, and more will have to be imported and paid for with 
foreign exchange, If there is not enough foreign exchange to pay for the 
needed imports, the problem will become even more serious, 


To be sure, there are factors which can reduce rolled-steel consumption and 
should be taken into consideration: 1) Readjustment of the industrial struc- 
ture and changes in the investment pattern, Under the seventh 5-year plan, the 
ratio between light industry and heavy industry in the total value of industrial 
output, which was 46,7 to 53,3 in 1985, will be readjusted to 49.9 to 50.1 in 
1990, and of the total investment in fixed assets in 1990, the proportion for 
capital construction will be 49,4 percent, which is lower than in any year under 
the Sixth 5-year Plan, 2) Potential for economy. By stepping up technological 
transformation and improving management and administration, the utilization rate 
of rolled steel can be raised, and consumption rate can be lowered, 3) Reform 
of the price management and material supply systems, Rolled-steel prices can be 
readjusted, and quotas for roiled-steel distribution under mandatory planning 
can be reduced, so that a rolled-steel market with proper leadership and control 
can be formed step by step, When this happens, it will have a positive effect 
in reducing overstocking and regulating rolled-steel supply and demand, More- 
over, the gap between rolled-steel supply and demand may also be narrowed 
temporarily, if the scale of investment is readjusted in any year of the seventh 
5-year plan, However, the above-mentioned factors can only have a Limited 
effect on reducing rolled steel demands, Generally speaking, there is no fun- 
damental solution to the shortage of rolled steel during the seventh 5-year plan 
period, 


Increasing Supply and Reducing Consumption 


To achieve a basic balance between rolled-steel supply and demand, it is 
necessary to make vigorous efforts to increase supply on the one hand, and 
properly control demand on the other, 


The target of producing 44-46,5 million tons of rolled steel in 1990, set by 
the seventh 5-year plan, is optimistic but not overly ambitious, and can be 
accomplished and even exceeded through hard work, But the fact remains that 
China will be faced with a shortage of rolled steel throughout the period of 
the seventh 5-year plan and to the end of the century, Today iron and steel 
materials are still extremely important and certainly cannot be disregarded 
simply as a "sunset industry," Not only are the developing countries paying 
great attention to developing their iron and steel industries, but even in the 
developed countries of the West, where the focus of investment is shifting to 















new industries, the iron and steel industry still has an important place, For 

a rather long period to come, China's demand for iron and steel will continue 

to grow with its socialist modernization, Therefore, we must attach great 
importance to developing the iron and steel industry, The technological trans- 
formation of the iron and steel industry, especially the existing large key 
enterprises, must be accelerated, The state should give appropriate preferen- 
tial treatment to iron and steel enterprises in investment, energy supply, and 
other policy measures to increase their vigor and vitality, The iron and steel 
industry should strive to tap its productive potentialities, increase the 
ability to produce complete sets of equipment, actively develop lateral associ- 
ations, and step up rolled-steel production as much as possible. China's iron 
ores are of rather low grade, and mining is quite difficult, We should actively 
explore ways to use foreign ore and scrap and encourage their use with price and 
tax incentives, It is also feasible with the injection of foreign capital to 
step up domestic iron and steel production and cut down imports mainly by merg- 
ing old plants with new ones, as well as large ones with medium-sized ones, and 
expanding existing enterprises, 


Attention must be paid to improving quality, increasing variety, and raising 
the overall utilization rate of materials, The iron and steel industry should 
take full advantage of China's abundant nonferrous metal reserves to develop 
low-alloy steel and alloy steel production and increase the proportion of 
alloy steel output, This should be made an important technological policy. 


While striving to increase the rolled-steel supply, it is imperative to bring 
demand under control during the seventh 5-year plan, Otherwise, even if the 
rolled-steel supply can be increased further, it cannot keep pace with the un- 
checked growth of demand, and it will be impossible to solve the serious 
problem of the rolled-steel shortage, To bring rolled-steel demand under con- 
trol, efforts must be made in a number of areas, 


First, the scale of investment in fixed assets must be tightly controlled, 


The volume of rolled-steel demand is closely related to the scale of invest- 
ment in fixed assets, especially in capital construction, According to 
statistics, of the total amount of rolled steel consumed, about 25 percent is 
used directly for capital construction, and, if indirect demand brought on by 
capital construction (the manufacture of mechanical equipment, etc., for 
example) is added, the proportion will be about 50 percent, During the sixth 
5-year plan period, investment in capital construction increased by an 
average of 13.7 percent a year, and rolled steel used for capital construction 
increased at an average annual rate of 13.5 percent, The two were almost 
synchronous, Experience has proven that excessive investment in fixed assets, 
particularly unchecked investment in capital construction, is a fundamental 
cause for the widening gap between rolled-steel supply and demand and the 
strain between various sectors of the economy, 


Second, it is necessary to make more investment in technological trans forma- 
tion that will help save rolled steel, 
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During the seventh 5-year plan period, it is necessary to continue to increase 
investment in rolled-steel production, At the same time, investment must be 
increased in technological transformation projects aimed at cutting down 
rolled-steel consumption, Little has been done in this area, Under the sixth 
5-year plan, investment in equipment renewal and the technological transforma- 
tiou of state enterprises increased sharply to a total of 147,7 billion yuan, 
up 75 percent from that under the fifth 5-year plan, and the investment pro- 
duced good economic results, It was a great success, However, the investment 
pattern was not completely rational, Of the investment in equipment renewal, 
technological transformation, and other measures in the 1981-84 period, more 
than 40 percent was used for increasing output, about 55 percent was for im- 
proving product quality, increasing variety, controlling the three wastes, 

and so forth, and less than 5 percent was for savings purposes, Only 6 per- 
cent of the investment for savings purposes, and 0.3 percent of the total in- 
vestment in equipment renewal and technological transformation, was used for 
cutting down consumption of raw and semifinished matérials. This shows that 
in technological transformation we still think that increasing output is more 
important than cutting down consumption, China's enterprises are using ob- 
solete equipment and technology, and the result is poor product quality and 
high materials consumption, Under the circumstances, it is an urgent task to 
increase investment to save raw and semifinished materials and speed up the 
technological transformation of obsolete technology and equipment, 


Third, it is necessary to strengthen the management of rolled-steel consumption, 


China's industrial enterprises are technologically backward and even more back- 
ward in management, causing high consumption and a serious waste of materials. 
In 1984, the consumption of raw and semifinished materials and fuel accounted 
for more than 75 percent of the production cost of state industrial enter- 
prises, 3.7 percent higher than in 1981, In 1984, the rejection rate of cast- 
steel products of major machine-building enterprises was nearly double that in 
1965, the best year on record, The utilization rate of rolled steel in China 
is only about 70 percent of that in Japan and other countries, Much of this 

is caused by management failure, Therefore, it is necessary to set up a sound 
economic performance index system, formulate a unified steel consumption 
standard for each trade, and establish and improve assessment standards for 
efficiency in using rolled steel (for example, output value per ton of steel 
consumption, steel consumption per 10,000 yuan of national income, etc.), 
percentage of steel saved, utilization rate of rolled steel, and so forth, 

It is necessary to have a strict management system and use various economic, 
administrative, and legal means to encourage enterprises to save steel and re- 
duce waste, Fundamentally speaking, rolled-steel consumption can hardly be cut 
down by relying on the work of one department, It calls for unified planning, 
cooperation, coordination, and concerted efforts from producers to users, from 
product design to manufacturing technologies, 


Fourth, it is necessary to get the overstocked rolled steel out of warehouses. 
The quantities of rolled steel in stock increased rapidly during the sixth 5- 


year plan period, reaching a total of 23.4 million tons in 1985, Of the rolled 
steel in stock, more than 60 percent lay idle in dozens of widely scattered 








production and construction units. In addition to normal stocks, the enter- 
prises bought more than they needed as insurance against shortages. And the 
harder it is to get in the market, the more eagerly it is bought up and put in 
storage. The phenomenon of enterprises getting more rolled steel than they 
need and keeping what they have indicates that the current rolled-steel demand 
is somewhat exaggerated, It also shows a serious state of impeded materials 
circulation and the need for reform, Since 1985, Shijiazhuang and other cities 
have conducted experiments in this area and achieved fairly good results, Their 
experience should be popularized, and favorable policies should be adopted to 
attract the rolled steel, which the steel mills have produced over target and 
are allowed to sell on their own, and the inventories, overstocked and unused 
by enterprises and supply departments, should be sold on the market so that a 
certain level of supplies can be maintained constantly in the rolled-steel 
market, This will have a positive impact on reducing the idle rolled steel 

in stock, enlivening rolled-steel circulation, and meeting the country's demand 
for procuction and construction, 


12802/12859 
CSO: 4006/ 354 


52 








AGRICULTURE \ 


LARGE ACREAGE OF LAND AFFECTED BY DROUGHT 
HK140640 Hong Kong ZHONGGUO XINWEN SHE in Chinese 1416 GMT 13 Mar 87 


[Text] Beijing, 13 March (ZHONGGUO XINWEN SHE)--Since last winter, the 
temperature has been on the high side with little rainfall in most areas 

in China. At present, a total acreage of 200 million mu of land is 
affected by drought, double that of the same period in 1986. The State 
Economic Commission and the Ministry of Water Resources and Electric 

Power held an emergency phone conference today to appeal to all localities 
to fight the drought, to protect the shoots, to sow promptly, and to strive 
for a better harvest in summer grain crops. 


Based on the data provided by the State Bureau of Meteorology, rainfall 

has declined by a large margin in Guangdong, Guangxi, Sichuan, Gansu, 
Shaanxi, and Hunan between last winter and this spring. In those provinces 
and region, the drought began in August 1986, continuing from mid-summer 

to autumn in eastern Guangxi, northern Guangdong, southern Shaanxi, and 
southern Gansu, and it formed into a drought the last 7 months spanning 

the autumn aad winter. The water level is at its lowest at the middle 

and lower reach of the Chang Jiang in the past decade. The flow of its 
upper reaches has dropped to the lowest level of the same period over 

the past century. 


Despite the fact that it was continuously raining and snowing in most 
areas in northern China a few days ago and the drought has somewhat 
eased, it is still necessary to fight the drought to guarantee spring 
farming because of little rainfall over a long period of time. The 
drought in the several southern provinces continue to worsen; in Guangxi 
alone, no water is available to irrigate and to sow on 5 million mu of 
rice fields. 


The State Economic Commission and relevant units require all localities to 
throw in ample manpower and material resources to support the rural 

areas and to guarantee power supply for agriculture in fighting the drought, 
and to reduce losses brought about by the drought to the minimum. 
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ACREAGE GAINS IN GRAIN, OIL, GREEN MANURE CROPS 
Beijing RENMIN RIBAO in Chinese 8 Jan 87 p 2 


[Article by Long Lin [7893 2651]: Fall and Winter Grain and O0il-Crop Acreage 
Continues to Increase; Green Manure Crops Are Reversing an 8-Year Declining 
Trend" } 


[Text] Based on preliminary statistics compiled by the State Statistics 
Bureau on 24 provinces, autonomous regions, and municipalities that sow fall 
and winter crops, in 1986 fall and winter crops will cover 623 million mu, up 
more than 12 million mu, or 2 percent, over 1985. Of this, grain crop acreage 
will increase 4.64 million mu, rapeseed growing area will rise 2.4 million m, 
and, after 8 years of continuous declines, in 1986 green manure acreage will 
begin to rise again. It will increase to more than 72.5 million mu, up nearly 
10 million mu over 1985. 


In 1986, the fall and winter grain growing area will reach 430 million mu, for 
an increase of 1.1 percent over 1985. The primary characteristics of this 
trend are, first, that there will be an expansion of growing area in the south 
and a contraction of growing area in the north. Southern acreage will 
increase most in Zhejiang, Anhui, Hunan, and Sichuan. In the northern summer 
grain-producing regions, except for a 1.02 million mu expansion in Henan, all 
provinces and autonomous regions will reduce fall and winter grain acreage. 
The greatest reductions will take place in Shandong, Hebei, and Shanxi. 
Second, the grain growing area in grain-importing provinces will expand 
significantly, as, for example, in Guangdong, Yunnan, Guizhou, and Fujian. 
Third, variety grain acreage will increase and wheat acreage will drop. Due 
to increases in fodder grain and in the quantity of grain used in the brewing 
industry, and because the price is favorable, variety grain acreage will 
expand more than 6 million mu, or about 10 percent. Wheat acreage will drop 
more than 1.7 million mu, for a decline of 0.5 percent. The major reason for 
this is that the planting season was dry, and this affected the sowing. 


All kinds of rapeseed are beneficial in crop rotation, and the price of 
rapeseed and rapeseed oil are advantageous to farmers. Consequently, farmers 
are enthusastic about planting rape and the growing area grows larger each 
year. In 1986 the fall and winter rapeseed acreage will reach 76 million mu, 
for a further 3.3 percent increase over the large increase that occurred in 
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1985. The greatest increases will occur in Jiangxi, Anhui, Hunan, and 
Sichuan. 


The fall and winter green manure acreage will reach 72.5 million mu, up 15.8 
percent over 1985. Of this, green manure acreage will expand 3.4 million mu 
in Jiangsu, 2.5 million mu in Hunan, 1.65 million mu in Jiangxi, and more than 
700,000 mu each in Fujian, Sichuan, Yunnan, Guizhou, and Guangdong. 


According to reports, right now there is a severe and widespread shortage of 
fertilizer, and unfertilized sown acreage is increasing. During the autumn 
planting period drought conditions were severe everywhere, north to south. 
The soil moisture content was inadequate and approximately 20 to 30 percent of 
acreage nationwide employed drought-resistant cultivation methods. Because 
of the rush to plant, seedlings in some areas are not growing as well as they 
did in 1985. Right now, because we are getting welcome snowfalls and warm dry 
spells in succession, all localities should adopt effective measures to 
enhance field management. They should act to make adequate arrangements for 
supplies of chemical fertilizer, diesel oil, and other materials, work hard to 
expand the area receiving winter and spring topdressing, strengthen cold- 
prevention efforts, and strive for a bumper summer harvest of grain and oil 
crops. 


12510 
CSO: 4006/267 


55 








AGRICULTURE 


DRIVE LAUNCHED TO SAVE, MAKE BETTER USE OF FORESTS 
HK140444 Beijing CHINA DAILY in English 14 Mar 87 p 1 
[By staff reporter Wen Jia] 


[Text] A new campaign is being launched to save and to make better use 
of China's forests and to reduce the increasing number of forest fires, 
CHINA DAILY was told yesterday. 


Forest fires, though much reduced in the Sixth Five-Year Plan period 
(1981-85), have been increasing since 1986. Last year, fires damaged 
270,000 hectares of forest, nearly doubled the 1985 figure. 


The new drives are aimed at increasing the country's forests from the 
present 12 percent of the total land area to 15 percent by 1990 and 20 
percent by the end of the century. 


"Every year about 1.8 million hectares of forest disappear," Dong Zhiyong, 
vice-minister of forestry, said in an exclusive interview. The country's 
forest reserves would be exhausted except for forests in remote areas 

by around the turn of this century if the trend continued, he said. 


Forest fires, denudation and illegal felling were chiefly responsible for 
the loss since the country inaugurated its national Tree-Planting Day on 

12 March in 1981, Dong said. In the first two months of the year, forest 
fires caused “serious damage," he added. 


By the end of last month there had been more than 1,500 fires in 11 provinces 
and autonomous regions in south China as well as in north China's Shaanxi 
Province. More than 1,700 hectares of forest were damaged. 


Dong attributed the damage to incompetent fire prevention work and lack 
of fire-extinguishing facilities as well as to the dry weather. "To 
combat fires, we must improve administration at local level and modernize 
fire-fighting equipment," Dong said. 


China now has 21 provincial organizations dealing with fire contro] and 

7,600 professional forest fire fighters with 2,000 watchtowers. "But this 

is far from enough," Dorg said, and in some places little was done to prevent 
fires."" [No opening quotes as published] 
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In the Seventh Five-Year Plan (1986-90), separate units are being set 

up in northeast China and Inner Mongolia. More professional fire fighters 
will be trained and fire fighting equipment mechanized. Similar projects 
will be finished by the end of the century in other parts of China. 


To clamp down on illegal felling and overcutting, police forces will be 
strengthened. There are now 2,000 stations and about 200 country security 
offices throughout the country. 


"We will also improve our legal system covering forestry and enforce the 
law," said Dong. "But people in China, especially officials, must 
understand the importance to preserve and make good use of forest reserves 
and heed the ecological and social benefits of good forestry," he added. 


Dong said that more funds would be allocated to improve the country's 
scientific work on control fires, plant diseases and insect pests. An 
award for scientific achievements is made every two years by the ministry. 


Meanwhile as the Chinese people are planting trees around their houses 
and on the barren mountains and along the roads, the Ministry of Forestry 
is planning a coastal forest belt in the next 14 years to improve 
ecological conditions, according to Long. 


This is the second programme of afforestation the country will have completed 
by the year 2000. 
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TIANJIN STUDENTS CONTRIBUTE TO SPARK PLAN 
OW151658 Beijing XINHUA in English 1456 GMT 15 Mar 87 


[Text] Tianjin, 15 March (XINHUA)--Tianjin's primary and middle school 
students have contributed to the "spark plan" by doing whatever they can 
to help invigorate the rural economy, according to a municipal official 
in charge of education. 


The "spark plan" is a government program aimed at spreading science and 
technology to the countryside to help farmers gain more economic results. 


About 15 primary and middle schools in the city advocated that all pupils 
and students in the city's rural and urban areas learn a practical skill 
to help farmers, the official said. "To answer the call, students in 
over 100 primary and middle schools have gone to the rural areas in 
groups to popularize science and technology or offer information to the 
farmers," the official said. 


In the central middle school at Xinggezhung village, Baodi County in the 
city, almost every student has cultivated an experimental plot. They 
have introduced 40 improved varieties of crops from other parts of the 
country which have benefitted local farmers. They sold their produce to 
20 provinces and regions, the official said, adding that they are regarded 
as qualified "advisers" to the farmers, the official said. 


The students of the No 98 middle school have developed a kind of chemical 
fertilizer effective in helping yield more cucumbers, tomatoes, red 
peppers, corn, sunflower, potatoes and grapes, according to the official. 


"Rural enterprises have bought four inventions from students," he said. 


A grede-two student in a middle school said, “taking part in the activities 
has helped us gain more knowledge and skills which cannot be obtained from 
textbooks." 


The activities have also aroused attention from various parts. Professor 
Qian Sanqiang, a noted physicist and vice chairman of the State Scientific 
and Technological Commission, said the students’ participation in fulfilling 
the "spark plan" will have an impact on developing the rural economy, 
improve the quality of rural youth and help a new generation of more highly 
skilled farmers. 
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CONTRACT FARMERS CONTROL EROSION ON NORTH PLATEAU 
OW120755 Beijing XINHUA in English 0720 GMT 12 Mar 87 


[Text] Xining, 12 March (XINHUA)--Good results in the control of soil 
erosion have emerged on the north China Loess Plateau since farmers were 
allowed to contract land within eroded regions, experts confirmed here 
today. 


A recent investigation shows that 4.8 million rural households in these 
areas have signed contracts with the state to till the land for the next 
30 to 50 years. 


"To contract to protect water and soil on the Loess Plateau constitutes 
a new form of responsibility system in China's rural reform," Liu 
Wanquan, a water and soil protection expert, told XINHUA. 


The Loess Plateau, about 600,000 square kilometers, is a highland area 
with the world's thickest and most widely distributed yellow soil. 


In 1982, China's top leader, Deng Xiaoping, advocated the contracting out 
of arid land to local farmers to develop in northern Shanxi and central 
Gansu provinces, and the southern Ningxia Hui Autonomous Region. 


After four years the three districts which have experienced the most 
serious soil erosion are now dotted with 800,000 hectares of grass and 
1,500,000 hectares of trees. 


In the 18 counties notorious for their poverty in Gansu Province, animal 
husbandry has developed with the growth of grass and trees. In Dingxi 
County, for example, livestock now reaches 800,000 head. 


In addition, per capita grain production in the contract regions grew from 
less than 150 kilograms a year to 300 kilograms. 


Ma Zhenning, who lives in the Ningxia Hui Autonomous Region, used to live 
in a cave, relying on state aid. But in 1985, his five-member family earned 
2,100 yuan. 


The most remarkable aspect, according to experts, is the reduction of the 
amount of silt flowing into the Yellow River by 53 percent in northern Shanxi. 
This is because, since 1982, trees have been planted and irrigation projects 
have been built in the Wuding River drainage area. 
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PEASANT PARTICIPATION IN MARKETPLACE DISCUSSED 
Beijing BAN YUE TAN [SEMIMONTHLY TALKS] in Chinese No 23, 10 Dec 86 pp 4-6 


[Article by staff commentator: "Organize the Hundreds of Millions of Peasants 
To Participate in the Marketplace"] 


[Text] Following the establishment of the output-related system of contracted 
responsibility, a breakthrough of historic proportions appeared in our 
progress toward rural reform. For the first time, the vast peasantry acquired 
the right of self-determination in production operations. Now reform has 
entered a new phase, changing from breakthrough to intensification, and a 
major new question has emerged: How do we foster a vigorous market mechanism 
and, through commodity exchange, price changes, and the law of value, guide 
peasants to enter an even broader new field of commodity production? 


One actual channel open to us is to organize the hundreds of millions of 
peasants to participate directly in the marketplace, the commodity market, and 
the new market composed of free combinations of key market elements. 


When we began to reform the field of circulation, we ran into many unexpected 
problems: certain agricultural products were no sooner deregulated than they 
were all snapped up, and unprecedented regional blockades and departmental 
monopolies occurred over some scarce and hot-selling goods. Why is it so 
difficult to reform the state monopoly procurement and marketing system? 
Because, after all, it is a relatively perfected economic system that has been 
in effect for over 30 years. Not only is it a product exchange system, it is 
also an income distribution system. 


To overcome this difficulty, we must work in concert with urban reform and 
destroy the old profit sharing structure. Of course, none of this will prove 
effective in the short term, but if we withdraw from this battle how will the 
small-scale production in thousands of households establish contact with a 
socialist marketplace? What is heartening is that the vast peasantry is not 
waiting around to see. After the magnificent creation of the output-related 
system of contract responsibility, the peasants beat on the door of 
circulation with unbounded enthusiasm and courage and initiated new 
development opportunities in the cracks between controls and blocka‘es. They 
spontaneously organized and set up combined agricultural, industrial, and 
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commercial companies, diversified economic service companies, trade 
warehouses, and specialized producer associations, as well as separate 
specialty markets, wholesale markets.... This is undoubtedly a powerful 
challenge to the limping reforms in state-run enterprises and supply and 
marketing cooperatives. It gives an even more powerful impetus to healthy 
growth in the socialist market. We should enthusiastically encourage and 
Support peasants as they organize to enter the marketplace. 


The commodities market will not be "envigorated as soon as it is deregulated," 
but in order to envigorate it, we must first deregulate it. Otherwise, how 
will peasants have an opportunity to participate in the market? This impels 
us to make an effort to act methodically, step by step, in accordance with the 
logical relationships between products. That is, based on the different 
characteristics of agricultural and sidelines products and their degree of 
intimacy with national economic relations, we research different buying and 
selling methods and establish a clear-cut system of buying and selling. This 
enables us both to handle the disadvantage of having no one in charge in the 
the marketplace, and to establish some commonly observed market regulations. 
As for those products that became overcentralized after already being 
deregulated, we should adhere to the course of reform and never backtrack: we 
cannot recreate new centrally assigned procurement quotas or revert to single- 
family operations. As for products that do fall under state contract 
procurement quotas, like grain, fully deregulated conditions have yet to 
Mature, but overcentralized conditions must also be broken down. The “double- 
track system" currently in effect, that is, the adoption of a method that 
integrates contract procurement quotas with market procurement, is fairly 
Suitable. However, we must make clear that after we establish contract 
procurement quotas, we must genuinely open up the market and allow multi- 
family operations. We can only hope to organize the peasantry to participate 
in the marketplace if we remove the obstacles of regional blockades and uproot 
departmental monopolies. 


As peasants enter the marketplace we must provide them with various services. 
We must use multiple channels and diverse forms, act as go-betweens, and 
transmit information to help the peasants become more familiar with market 
conditions, more discriminating in changeable market situations, and gradually 
understand how to gain the upper hand through market competition. We must 
also give them the necessary financial support, even to the point of creating 
the conditions and paving the way for building facilities for various types of 
operations, perfecting various operating methods, and helping peasants to 
occupy the marketplace successfully. 


Peasants entering the marketplace can set up various forms of combined 
businesses. On the one hand peasants can organize on their own, and on the 
other hand they can organize jointly with commercial or industrial enterprises 
to form economic interest communities at every link in the chain of product 
supply and marketing. They can develop agricultural and commercial 
coalitions, business coalitions, and a,, icultural and industrial coalitions, 
and thus open up "third commerce." A multi-level, multi-form, multi-channel 
commodity circulation netwok will surely gradually take shape in the Chinese 
countryside, and we will Suild a regulating, cushioning bridge between the 
State and the peasantry and between production and consumption. 
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The market is a mutually complementary system. The growth and development of 
the product market is certain to affect the dynamism and mobility of energy, 
funds, labor, technology, and other production factors. Consequently, we also 
must organize the peasantry to participate in the major market of key 
production elements. 


Right now there is one prominent problem in the countryside: Peasant income 
has increased, savings deposits have increased, and cash on hand in peasant 
families has increased, but funding for use in developing production is very 
scarce and it is hard to expand reproduction. Why is this? The major reason 
is that finance funds are too tightly controlled. Credit has essentially not 
been opened up to people and idle social capita is difficult to accumulate and 
cannot be turned to good account. 


In opening up the money market, the countryside can start one step ahead of 
the rest. We should permit peasants to try various kinds of experiments and 
stimulate credit cooperative funding. More important, we should open up new 
channels of finance and permit the establishment of people's credit 
organizations such as “farm management companies" and “cooperative savings 
associations." We must develop diverse forms of finance and support farmers 
as they develop a joint stock economy by pooling funds to buy shares, guiding 
labor with capital, and guiding capital with labor, and as they raise funds by 
issuing stocks and bonds. Once rural funds are accumulated and are flowing in 
the most suitable, necessary, and economically beneficial direction, they can 
Satisfy rural producers’ and entrepreneurs' needs for funds and forma self- 
developing rural capacity. In this area we should open our mind even further. 


There is considerable potential for rural funding: right now there is about 
100-billion plus yuan in social funds, equal to 60 percent of the long-term 
national agricultural investment. If the peasants organize and open up a 
market of freely circulating funds, thus creating an environment in which 
peasants are willing to invest, it will release an even greater capacity! 


In addition to funds, the countryside is rich in natural resources, labor, 
technical talent, and other production elements that have not been fully 
mobilized. They call out to hundreds of millions of peasants to take big 
strides in opening up new technology markets and labor markets. Nowadays, a 
great many skillful craftsmen from the eastern regions of the country are 
going to the Great Northwest to develop long untapped natural resources. With 
an eye to the advantages of urban funds and technology, township enterprises 
that have arisen in close succession have become an enterprise group in which 
each and every one is extremely competitive. As time goes on, more and more 
agricultural labor is leaving the land and forming new colonies in new lines 
of work. This is an eye-catching encouraging trend. The entrance of hundreds 
of millions of peasants into the market for key production elements will 
completely liberate abundant natural resources, funds, labor, and technical 
talent. They will be stimulated in an even broader field of activity and form 
a rational combination to create a dynamic new productive force. This trend 
will breach the existing framework of region, profession, and ownership, and, 
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against an even grander backdrop, expedite the mingling and merging of diverse 
elements to create an entirely new economic pattern. 


Intensifying reform will bring a suitable environment and excellent mechanism 
for rural economic activity, and organizing hundreds of millions of peasants 
to enter the market successfully will be the first courageous step. 
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RESEARCH ON LONGICORN BEETLES IMPORTED WITH LOGS FROM GUIANA 


Beijing KUNCHONG ZHISHI [ENTOMOLOGICAL KNOWLEDGE] in Chinese No 5, 1986 
pp 208-210 


[Article by Zhang Xiankai [1728 6343 7030] and Zuo Yuxiang [1563 3768 7449], 
Hunan Academy of Forestry Sciences Office of Insect Pests] 


{Abstract} Thylactus simulans Gahan, of the family Cerambycidae, is the 
major destructive insect borer on paulownias and catalpas in Hunan. Pre- 
liminary research results from a 1981-1984 study in Changsha are presented 
here. The major hosts, extent of damage, and distribution of this longicorn 
beetle within Hunan are discussed. An extensive analysis of morphological 
features through the adult, egg, larva, and pupa stages is detailed here in 
narrative and tabular forms. The life history is described and tabulated, 
and life habits are analyzed. Three control measures are recommended: 1) At 
emergence, lamps should be used to lure and kill adult insects. 2) Since 
oviposited branches wilt and are easy to identify, they can be pulled down 
to deprive larva of food. 3) An injection of a 1:20 aqueous solution of 
folimat with fertilizer will produce a kill rate of 85.7 percent within 20 
days. 
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CHANGE, INCREASE IN ANHUI PEASANT INCOME ANALYZED 
Hefei ANHUI RIBAO in Chinese 3 Jan 87 p 1 


[Article by Wang Yu [3769 3768] under the rubric "Speaking of Anhui": 
"Characteristics and Growth Trends in Current Peasant Income in Anhui"] 


[Text] The Current State of Peasant Income in Anhui 


Data supplied by the Anhui Rural Sample Survey Team confirm that in 1985 the 
average per capita net income in Anhui was 369.41 yuan, up 2.26-fold over the 
1978 net income of 113.34 yuan. This represents an average rise of 18.79 
percent per year. The average per capita cash surplus rose from 9.9 yuan to 
41.3 yuan, increasing 3.17-fold, and productive accumulation climbed from 8.52 
yuan to 19.09 yuan, up 1.35-fold. 


Characteristics of Change in Anhui Peasant Income 


1. The composition of peasant income is different at different levels. In 
the wake of the rise in average per capita income, the proportion of household 
income derived from agriculture is gradually declining and income from 
industry, commerce, construction, and transportation is gradually climbing. 
In 1985 agriculture accounted for 90.84 percent of the income in those peasant 
households with an average per capita net income below 100 yuan. In peasant 
households with an average per capita net income above 800 yuan, agricultural 
income accounted for only 57.23 percent and nonagricultural income comprised 
35.19 percent. This illustrates the high economic benefits of engaging in 
nonagricultural occupations. 


26 The composition of peasant income varies across different regions. 
Looking at income in peasant households in four major types of regions, in 
1985 the planting industry was represented in its highest proportion on the 
Huaibei Plain, where it accounted for 70.73 percent of all income; in the 
Jianghuai Hills the planting industry contributed 69.55 percent of all income; 
in the dyke region along the Chang Jiang it accounted for 60.2 percent; and in 
the southern and western Anhui mountainous regions it contributed 48.72 
percent. This illustrates that the current rural industrial composition in 
Anhui is still restricted to a large extent by natural resource conditions. 
It will be a difficult, long-term effort to establish a rational industrial 
composition in the Anhui countryside. 
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3. The income gap between urban ard rural residents has grown. Between 1978 
and 1983 the income gap narrowed, but since 1983 the disparity has gradually 
widened. In 1985 the average per capita net income among peasants was 369.41 
yuan, whereas among urban working families it was 634.20 yuan. The income gap 
ratio grew from 1:1.49 in 1983 to 1:1.72 in 1985. 


4, Over different time periods, the redistribution ratio for peasant incomes 
has changed. Comparing 1983 with 1978, state tax revenues have grown 40.87 
percent, collective withholdings have declined 26.67 percent, and individual 
incomes have increased 151.96 percent. Comparing 1985 with 1983, the overall 
proportion of income claimed by state taxes has fallen 0.22 percent, the 
proportion claimed by collective withholding has increased 0.52 percent, and 
the proportion retained in individual income has dropped 0.27 percent. That 
is to say, individual income is increasing at twice the rate that state tax 
receipts are increasing and half the rate that collective withholdings are 
increasing. This illustrates that the distribution ratio of state tax money, 
collective withholdings, and individual incomes is gradually stabilizing. 


Growth Trends in Anhui Peasant Income 


In pursuit of the growth trend in net income level and income composition 
among peasants in Anhui over the next 15 years, the Anhui Rural Sample Survey 
Team used the current peasant income as a backdrop and employed government 
department economic and social development strategy objectives to determine 
development targets for a dynamic system. It used rigorous mathematical 
methods to make projections and found that the average per capita productive 
net income level for peasants in Anhui will measure 400 yuan in 1986, 551 yuan 
in 1990, 790 yuan in 1995, and 1,068 yuan in the year 2000. From 1986 to 1990 
the features of the growth trend in peasant net income will be as follows: 


First, the average per capita net income will enter a period of stable growth. 
The areas of highest increase in peasant net income will depend on improvement 
in the standard of production technology and on exploitation of new production 
fields. 


Second, the proportion of income from household operations will decline and 
the proportion from collective operations will rise. This will result from 
the development of township and town enterprises. By 1990 the proportion of 
per capita peasant net income contributed by the planting industry will drop 
to 60 percent or less and the proportions contributed by forestry, animal 
husbandry, fishery, and services, will climb. In particular, the income from 
productive labor will nearly quadruple. This is a fundamental characteristic 
that derives from the shift of a significant portion of the labor force toward 
nonfarming occupations. 
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ANHUI USES WORLD BANK LOAN FOR IRRIGATION PROJECT 
OWO21220 Beijing XINHUA in English 0920 GMT 2 Mar 87 


[Text ] Hefei, 2 March (XINHUA)--China is using a World Bank loan of 
92 million U.S. dollars to improve an irrigation network in east China, 
Governor Wang Yuzhao of Anhui Province told XINHUA today. 


Construction began in 1958 on the Bishihang irrigation network, the largest 
in China, to service farming in a 13,000 square kilometer area in parts 

of Anhui and Henan provinces. Since then, it has supplied 80 billion 
cubic meters of water to 10 million hectares. 


"Still we see great potential in the network, hence our decision to 
improve it to. build the irrigated area into a major farming area in 
China," Wang said. 


The World Bank loan, plus China's own investment equivalent to 125 million 
U.S. dollars, is being used to build conveyance systems for the network 
and help people in the irrigated area develop farming, forestry, animal 
husbandry, fisheries, processing of farm and sideline produce, rural 
transport, electrification and science and education, Wang said. 


The improvement project is expected to protect 170,000 hectares against 
flood, ensure irrigation to another 220,000 hectares, and free an 
additional 23,000 hectares from water logging. 


The governor also envisaged a 100 percent increase in the output value 
of agricultural and per capita income of peasants in the irrigated area 
over the 1981-1985 figure upon completion of the project in 1990. 


Meanwhile, the project, which began last year, will also protect Hefei, 
capital of Anhui Province, and the South Anhui Railway, which runs through 


a major coal field. 
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ANHUI SECRETARY SOLVES SWEET POTATO SUPPLY PROB).FM 
OW0O21046 Beijing XINHUA Domestic Service in Chinese 0130 GMT 2 Feb 87 
{By XINHUA reporters Shen Zurun and Kong Xiangyin] 


[Excerpts] Hefei, 2 February (XINHUA)--Recently a "fierce fight over dried 
sweet potatoes" took place on the Huaibei Plain in Anhui Province. In 

the midst of the acute struggle between those who wished to free the supply 
of dried sweet potatoes and those who wished to block it, Li Guixian, 
secretary of the provincial CPC Committee, arrived in northern Anhui. In 
the course of investigation, he eliminated the road blocks put up and told 
the leadership of the city and county concerned: "Under no circumstances 
should you set up a road block. If you set up a road block to stem the 
flow of merchandise, it will be impossible to invigorate the commodity 
economy." 


In the fall of 1986, a bumper harvest of dried sweet pr atoes was reaped 
in various localities on the Huaibei Plain. The total output of dried 
sweet potatoes reached 1.5 billion kilograms in Fuyang and Suxian 
prefectures alone. It was expected that about 60 percent of the dried 
sweet potatoes would be marketable. From the end of autumn to the 
beginning of winter, industrial and business departments in Beijing, 
Tianjin, Shanghai, and Suzhou and other localities rushed to the Huaibei 
area to purchase dried sweet potatoes, while grain, supply and marketing, 
and township enterprises as well as other enterprises and individual 
businessmen in the Huaibei area vied with one another to purchase dried 
sweet potatoes, thus steadily driving up dried sweet potato prices. The ' 
price of half a kilogram of dried sweet potatoes rose from 14.5 to 24.5 
fen. The highest price for half a kilogram reached 28 fen. 


The sharp price increase worried some city and county leaders. They 
wanted to set a fixed price, and have the grain department monopolize 
purchases. Immediately some cities and counties in Fuyang and Suxian 
prefectures set up road blocks on major thoroughfares to stem the flow of 
trucks carrying dried sweet potatoes. 


Thus, a large amount of dried sweet potatoes orde:.ed by some departments 
were stuck in warehouses. 
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After Li Guixian left the Huaibei area, the provincial CPC Committee 
immediately cabled a message, asking the various localities to eliminate 
the road blocks. As a result, road blocks in the various counties were 
removed and the dried sweet potatoes were again free to move from one 
locality to another. 


Recently, a XINHUA reporter conducted an investigation in 10 counties 

and cities in the Huaibei area, and saw many trucks busily transporting 
dried sweet potatoes on the highways. According to statistics compiled 

in Fuyang and Suxian prefectures, due to the change of policy peasants 

there sold a total of 800 to 900 million kilograms of sweet potatoes. 

Their income increased by 170 million yuan. An average sweet potato-growing 
peasant household increased its income by tens of yuan. 
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GUANGXI TO BUILD 30 GRAIN PRODUCTION BASES 
HKO60405 Nanning Guangxi Regional Service in Mandarin 1030 GMT 5 Feb 87 


[Excerpts] The region has decided to build 30 grain production base 
counties during the Seventh 5-Year Plan with a special fund of 140 million 
yuan allocated by the Ministry of Finance, the Ministry of Agriculture, 
Animal Husbandry, and Fishery, and the Ministry of Water Resources and 
Electric Power. 


The regional authorities hold that the state's allocating such a huge 
amount of support funds is an important measure adopted by the central 
leadership to improve Guangxi's agricultural production. The region must 
use these funds properly, adhere to the principle of concentrated use, 
and spend mainly on grain production base countries and areas that have 
great potential for developing grain production. 


To strengthen fund management, the regional authorities have decided that 
financial departments at all levels must put this fund under budgetary 
control, supervise its use, and allocate it according to construction 
projects in grain production base counties. No areas, units or departments 
are allowed to use the fund under any other excuse. It is prohibited 

to use this fund to substitute the fund allocated by central or local 
authorities for capital construction investment in agriculture, adminis- 
trative expenses in the departments of agriculture, forestry, and water 
resources, or normal agricultural investment. It is prohibited to use 
the fund to support the poor, to develop diversified economy, and as a 
substitute for chemical fertilizer allowances. 


The regional authorities stipulate that counties and cities that use the 
fund must sign agreements and adopt the method of linking the fund with 
grain production. This means that in accordance with the base figure of 
the original grain sale and purchase price set by the region and the 
amour: of fund invested by the central and regional authorities, the 
grain production base counties must submit 2 kg grain to the state 
annually for 1 yuan invested by the state. After completion of the grain 
production base counties, the counties must submit grain to the state for 
5 consecutive years according to the above regulation. Counties that 
export grain must increase their export volume and counties that import 
grain must decrease their import volume. The grain must be purchased and 
exported at negotiated prices. 








To strengthen leadership over the construction of grain production base 
counties, a regional grain production leading group has been set up, 
with offices under its administration. Corresponding organs have also 
been set up in all grain production base counties. A regional party 
committee deputy secretary has been appointed head of the regional grain 
production leading groups, and a county party committee deputy secretary 
or county deputy head has been appointed head of each county grain 
production leading group. 
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GUANGXI LEADER ON PROMOTING GRAIN PRODUCTION 
HK180347 Nanning Guangxi Regional Service in Mandarin 1030 GMT 17 Mar 87 


[Excerpt] From 4 to 13 March, Comrade Tao Aiying, deputy secretary of 

the regional party committee, inspected a number of counties and autonomous 
counties in Liuzhou and Guilin prefectures. In view of the existing 
problems in agricultural production, he demanded that all areas pay 
special attention to promoting two tasks and ensure the fulfillment of 

the plans for growing grain. 


First, it is imperative to give prominence to successfully promoting the 
work of combatting drought. He noted: The serious drought has already 
endangered our production work for spring plowing. If we failed to 
promote the work of combatting drought, work in the farming season could 
be adverseiy affected, grain-growing areas could be reduced, and the whole 
year's production work could be thrown into pessivity. Therefore, party 
committees and government at all levels must spare no effort to promote 
the work of combatting drought, and go down to drought-stricken areas to 
assist the masses there in solving real problems and promoting farm work 
in the right spring farming seascn. 


Second, it is imperative to correctly and successfully handle relations 
between grain production and cash crops. The setup of production must 

be readjusted but must not be adjusted at the expense of adversely 
affecting and pounding at [chong ji] grain production. Many types of 

cash crops can be developed on hills or in slopes and do not have to 

occupy land slated for grain production. Individual types of cash crops 
that have to occupy land in grain production must be strictly cuntrolled. 

We must educate and encourage the masses to attach importance to grain 
production, ensure the correct placement of grain production, readjust the 
setup of production in a planned way, and ensure that there be no recurrence 
of the reduction in grain-growing areas caused by the readjustment of the 
setup of production. At the same time, we must adopt appropriate regulative 
measures. For example, fees of land contracts and taxes in relation to 
native and special products can be imposed on the unauthorized use of paddy 
fields for growing cash crops. Regarding those who have failed to fulfill 
contractual plans for selling fixed grain quotas to the state, fees 
calculated at a price higher than local grain market price can be imposed 

on them for the purpose of balancing their unfilfilled grain quotas. In 
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short, we must adopt various methods to rationally readjust the setup of 
production on the premise of ensuring the fulfillment of grain-growing 
plans. 


Regarding the emergence of the phenomena cf cultivated land lying waste 
in individual areas, he demanded that party committees and governments 

in such areas make a concrete analysis of concrete conditions and deal 

with different conditions in different ways. 
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GUIZHOU'S 1985 AGRICULTURAL FUNDING ANALYZED 


Guiyang NONGYE JINGJI YU JISHU [AGRO-ECONOMICS AND TECHNOLOGY] in Chinese 
No 10, Oct 86 pp 22-23 


[Article by Xu Sida [1776 3128 6671), of the Guizhou Finance Department Office 
of Agricultural Finance: "An Analysis of 1985 Farm-Support Fund Performance" | 


{Text} In 1985 Guizhou disbursed public funds totalling 236,295,000 yuan to 
support agriculture (including the two major kinds of expenditures--expenses 
for water conservancy and meteorological projects on farmland and forest land 
and the cost of assisting rural production). This accounted for 93.34 percent 
of the total readjustment budget for 1985 and was equal to 97.69 percent of 
actual expenditures in 1984. Of this, 132,784,000 yuan was spent on water 
conservancy and meteorological projects on farmland and forest land, 
accounting for 96.42 percent of the 1985 budget and equal to 101.49 percent of 
1984 disbursements. Expenditures totalling 103,511,000 yuan went to assist 
agricultural production, accounting for 85.66 percent of the 1985 budget and 
93.21 percent of 1984 disbursements. In general, the performance situation 
was satisfactory. 


A. Features of Farm-Support Funding 


1. As a proportion of total public expenditures, farm-support spending 
continues to decline. During the sixth 5-year plan the proportion of total 
expenditures in Guizhou used to support agriculture declined year after year: 
farm-support spending accounted for 17.32 percent of all expenditures in 1961, 
13.76 percent in 1982, 12.82 percent in 1983, 11.28 percent in 1984, and 
dropped to 9.89 percent in 1985. 


2 The absolute quantity of farm-support spending has declined. In 1985 the 
total quantity of expenditures to support agriculture dropped 2.31 percent 
from actual disbursements in 1984. 


3. The surplus in farm-support spending has increased. In 1985 the surplus 
in farm support spending totalled 16,853,000 yuan, or 6.66 percent of the 
budget. This represents a 1.29-fold increase over the 1984 surplus. Of the 
total surplus, 77.04 percent was a surplus in special funds or in funds we may 
continue to use next year, 9.65 percent was a surplus in operating expenses, 
and 13.31 percent was general surplus. The major reason for these funding 














surpluses are as follows: First, some water conservancy projects and land 
withdrawals from cultivation for reforestation have not been completed and 
Guties have not been discharged. Thus, the funds could not be disbursed in 
full. Second, some prefectures and counties organized funds to support rural 
cooperative production from reserve fund resources. Because the time grew 
late, the production projects were not put into effect and a surplus was 
created. Third, regular special project funds and operating expenses left 
some surplus. 


4. Circulating funds to support production surpassed the key 100 million yuan 
mark. As of the end of 1985 the total quantity of circulating funds to 
Support agriculture in Guizhou totalled 130,364,000 yuan, for an increase of 
43.05 percent over total funds in 1984. At the same time, the quantity 
actually granted accounted for 89.48 percent of the total, up 37.24 percent 
over funds actually extended as of the end of 1984. 


B. Improving and Perfecting Fund Management 


1. We have improved the management system. In order to arouse enthusiasm for 
managing all levels of public finances, beginning in 1985 we sliced off large 
portions (51 percent and 58 percent, respectively) of the budgets for two 
relatively major funds--the smali-scale water conservancy and water and soil 
conservation funds centrally managed by the province, and the funds to aid 
rural cooperative production organizations--and transferred this money to 
lower levels. There, it was injected into the base figures in each locale and 
local areas could then proceed freu actual conditions, suit measures to local 
circumstances, and arrange fundim according to actual, seasonal agricultural 
needs. The portion retained by the province was primarily used for extending 
construction on conveyance systems for small-scale (Wo 1) water conservancy 
projects and above, for subsidies to construct small rural hydroelectric 
stations, and to set up and remodel transmission lines for some rural power 
Stations. The retained portion was also used throughout the province in 
Dlanting and breeding industries in the nature of agricultural bases; in 
processing industries that handle characteristically local famous, specialty, 
Superior, and rare products; and in key township and town enterprises that 
have a prospect for development. 


2. We have established a provincial circulating fund systen. To promote 
rural economic development, we have taken further steps to ensure that the use 
of active circulating funds is well managed. geginning in 1985 a circulating 
fund system was established at the provincial level of public finance. Based 
on an examination and verification of the feasibility of the unit and project 
for which the money is to be lent, the provincial departments concerned and 
the prefectural finance departments assume economic responsibility and 
personally sign loan contracts with the Guizhou Finance Department. In 1985 
we granted a total of 9,943,000 yuan in credit and extended the range of 
credit to state-run enterprises and institutions. The loan repayment deadline 
never exceeds 3 years at most. 


3- We have continued subsidizing special funds earmarked for specified 
purposes only, and we conduct regular checks on their economic results. Based 
* the financial system of “eating at separate hearths," except for the outlay 














for the household responsibility system, the remaining portion--88 percent--of 
provincial funds to support agriculture ali belongs in special funds. How to 
manage and use this portion of the fund well is the focus of management 
efforts involving publically financed farm-support funds at the provincial 
level. A significant portion of this is drawn and used on stipulated projects 
in each locale afte: being specially increased by the departments responsible 
at budget-level meeting;. The provincial ievel directly controls the portion 
that is used, making sure it is applied to projects agreed upon by the Finance 
Department and the departments responsible. The time period for which funds 
will be set aside is strictly planned, checks during implementation are 
scheduled, and at the end of the year the results of fund usage are specially 
summarized. Because we have intensified management on special funds, the 
results are generally good. For example, in the past 3 years provincial 
coffers have annually subsidized 50,000 yuan worth of teaching equipment for 
each of the 10 specialized agricultural middle schools in the province, fora 
total subsidy of 1.5 million yuan over 3 years. Teaching materials were 
allocated according to an order plan through @ school materials fair held 
jointly by the Agriculture Department's Office of Science and Education and 
the Agricultural Instruments Corporation, and schools were allowed to 
replenish the necessary teaching materials each year. In another example, in 
1985 Guizhou arranged for 300,000 yuan worth of rural energy subsidies and 
adopted a policy of “primary peasant self-sufficiency and supplementary state 
assistence." Guizhou distributed 170,000 fuel-saving stoves and built 2,300 
methane-generating pits, which not only allowed us to save 634,300 tons of 
firewood in a year and reduce peasant expenditures by 25.37 million yuan, but 
also saved 59,700 mu of forest from being felled. 


C. A Few Points To Consider 


vs. In public fianance we should establish an ideology of long-term 
agricultural service. Agriculture is the foundition of the national economy 
and also the foundation of public finance. As far 73 Guizhou is concerned, 
over 70 percent of all taxes come directly or indirectly from the countryside. 
W. re the agricultural foundation is weak, the production level is ‘cw, and 
the peasants are not yet prosperous, the state should provide vigorous support 
in the form of agricultural development funds, and it should take care to 
gradually increase the proportion of total expenditures devoted to supporting 
agriculture. This year Guizhou Provincial CPC Committee Circular No 7 clearly 
proposed that in 1986 farm-support funding at each level should be 25 percent 
higher than actual expenditures implemented in 1965. Thie provincial party 
committee decision is correct, and we should carry it out conscientiously. In 
1986 prefectures and counties that have not increased farm-support spending or 
have increased it only a little should :ctively readjust their budgets to 
guarantee receipts from agricultural funding and to better promote the 
development of agricultural production. 


26 Deve lopment of water conservancy facilities is the major factor 
guaranteeing sustained and stable growth in agricultural production. For a 
long time now grain production in Guizhou has been in a passive position, 
wherein “when the weather is favorable production increases somewhat, but as 
soon as disaster strikes output declines.” In 1954 gross grain output in 
Guizhou climbed to thi benchmark level of 7.5 million tons, but in 1985, due 




















to a major drought, output dropped 21.64 percent. Admittedly, natural 
disasters are the major cause of production declines, but if we can properly 
manage the water conservancy facilities we have built and take full advantage 
of their benefits, surely we can reduce losses. In the past 36 years Guizhou 
has invested a total of 1.58 billion yuan in water conservancy construction 
(including capital construction on water conservancy works), and the small, 
medium, and large reservoirs we have built can be said:to be "scattered all 
over like stars in the sky" and spread into every corner of Guizhou. But, in 
ruth, we persist in an ideology that “emphasizes construction and belittles 
Management." According to 1985 statistics, new construction and expansion on 
conveyance systems increased the irrigated area by 177,800 mu, but’ slack 
Management and disrepair on conveyance systems reduced the irrigated area by 
as much as 831,800 mu. This is a serious problem that is difficult to ignore. 


3. We must actively implement ari execute the policy of "never relaxing grain 
production, but vigorously developing a diversified economy." In 1985 grain 
production dropped by a Significant margin in Guizhou, but income in the 
diversified economy increased tremendously. According to statistics, in 1985 
the gross value of output in the planting industry measured 3,048,000,000 
yuan, down 10.38 percent from 1984. However, the gross value of output in the 
diversified economy reached 3,235,000,000 yuan, up i7.34 percent over th- 
previous year. The rich fruit we have reaped by implementing the central 
authorities' rural production policy lies in the fact that in a year of 
drought we were essentially able to reduce output without reducing income. 
Consequently, as far as public financial support for agriculture is concerned, 
we must also make this central policy our guiding ideology. We must both 
consider intensifying measures to increase grain production, and also support 
readjustments in rural industrial composition so we can strive for bumper 
harvests in banner years and no reduction in income in disaster years. 
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AGRICULTURE 


HENAN OFFICIALS STRESS IMPORTANCE OF GRAIN PRODUCTION 
HKO10211 Zhengzhou Henan Provincial Service in Mandarin 2300 GMT 31 Jan 87 


[Excerpts] This is the second year of the Seventh 5-Year Plan. To 

ensure that the province's rural economic work climbs a step higher, 

the directors of the Provincial Agriculture and Animal Husbandry Department, 
Water Conservancy Department, and Forestry Department have recently talked 
to reporters about how to fulfill the year's plans. 


(Li Shouzhang), director of the Agriculture and Animal Husbandry Department, 
said: To ensure that the province meets its Seventh 5-Year Plan goal of 

65 million kg of grain, we must further mobilize the peasants' enthusiasm 
to grow grain this year, and perfect the contract responsibility system 
based on the household, with payment linked to output, and the grain 
contract purchase system. Price restrictions on grain in excess of the 
procurement quotas should be lifted. The province must truly link to 

the contract purchases the supply of high-quality chemical fertilizer and 
diesel fuel at par prices and the prepurchase payments for the grain. 


We must strengthen the agrotechnical service setup and the building of 
commodity grain bases, vigorously popularize agricultural science and 
technology, and improve the peasants' standard of scientific cultivation. 


In light of the current outstanding problems in grain production, (Li 
Shouzhang) proposed that when arranging this year's plans, the province 
must consider things in an all-around way, readjust the production 
structure in light of local conditions, and ensure a relatively rational 
and stable sown area of grain. 


(Yu Xin), director of the Provincial Water Conservancy Department, said 
that this year the province should revive irrigation on 5 million mu and 
provide effective irrigation on a further 600,000 mu and effective flood 
drainage on a further 2 million mu. The province should also build a 
further 1.8 million mu of farmland assuring stable yields irrespective of 
flood or drought, solve the soil erosion problem on 1,500 square 
kilometers, and resolve the drinking water problem for 200,000 people. 


/12858 
csO: 4006/429 
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AGRICULTURE 


HUBEI MEETING SETS TAS¥S FOR AGRICULTURAL BANKS 
HK161400 Wuhan Hubei Provincial Service in Mandarin 1000 GMT 15 Mar 87 


[Text] A provincial meeting of presidents of agricultural banks that 
concluded today noted: The rural financial system must try its best to 
meet the normal and rational financial needs of the development of 
commodity economy in rural areas. 


The meeting stressed that the focal points of the provincial rural 
financial system's credit operations for this year are supporting a new 
rise in grain production, supporting healthy development of township 
and town enterprises, and supporting reform of the rural system of 
circulation channels. 


Agricultural banks and credit cooperatives must promptly extend handsels 

for purchasing grain and cotton and actively offer financial support 

for popularization of applicable scientific and technical projects to 
promote the development of grain production and to companies engaged in 
serving grain production in the fields of plant protection, irrigation, 

and farm machinery. We must properly increase the proportion of medium- 

and long-term credits; assist rural areas in developing barren hills, 
wasteland, and deserted rivers and beaches; support the building of conveyance 
systems for small-scale farmland and water conservancy projects, and 

assist the peasants in purchasing and maintaining ali types of farm machines 
and tools to improve conditions for promoting agricultural production. 


Agricultural banks must also try in every possible way to increase the 
proportion of credits for township and town enterprises and support 
healthy development of township and town enterprises in our province. 

At the same time, they must actively assist state-operated commercial 
departments, supply and marketing cooperatives, and grain processing 
enterprises in giving full play to their role of major channels for rural 
commodity circulation, in promoting the transfer of industrial products 
to rural areas, and in promoting the work of purchasing and processing 
agricultural and sideline products. 


/12858 
CSO: 4006, 425 
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AGRICULTURE 


HUNAN RADIO URGES MODERATING 'CRAZ® FOR RAMIE' 
HK280615 Changsha Hunan Provincial Service in Mandarin 2300 GMT 27 Feb 87 


("Chat for Today" by (Zhao Zhinong): "The Craze for Ramie Should Be 
Cooled Down" ] 


[Text] Due to the craze for ramie in recent years, the grain and cotton 
sown areas have continually declined in parts of Hunan, especially in 

the Dongting lake area. In my county, people have whipped up a craze 

for cultivating ramie when mapping out sowing plans from the county down 

to the townships and villages. Moreover this craze has become hotter 

and hotter. Last year this county only grew 40,000 mu of ramie. A sowing 
plan of 80,000 mu was set at the beginning of this year, but as the craze 
for ramie has grown, preparations are now in hand for cultivating 200,000 mu 
and reducing the grain and cotton area by over 100,000 mu. We must attach 
great importance to this phenomenon of ramie squeezing out grain and cotton. 


Ramie is a strong-point product of Hunan, and people are permitted to grow 
some more as appropriate. However, we cannot rush into mass action and 
whip up a wind everywhere, and still less can we discard grain and cotton 
for the sake of growing ramie. We must ensure the implementation of the 
CPC Central Committee's principle on actively developing diversification 
without the slightest slackening of grain production. All parts of the 
province must get a good grasp of grain and cotton production and promote 
a sustained and steady rise in their output. The craze for growing ramie 
should be cooled down. 


The leaders at all levels should all the more keep clear heads and guide 
the peasant masses to bear the overall situation in mind, stress 
contributions, and correctly handle the relationship between developing 
grain production and cultivating ramie. We must ensure steady and high 
output of grain and cotton and strive for a new output level this year. 


/12858 
CSO: 4006/427 
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AGRICULTURE 


HUNAN PEASANTS LEAD IN SCIENTIFIC FARMING 
OW031110 Beijing XINHUA in English 1052 GMT 3 Mar 87 


[Text] Changsha, 3 March (XINHUA)--Of the variety of measures adopted by 
China to help peasants prosper, setting up special households that 
demonstrate the application of new techniques, have proved to be most 
economical and yield fast results. 


Ouyang Qing, vice-chairman cof the Hunan Provincial Science and Technology 
Association, said that the contribution of these households is immense 
and have not cost the state a single cent 


Here in central China's Hunan Province, the local governments and science 
and technology association have designated 66,000 households with special 
skills as exemplary households to demonstrate how to get rich quicker 
while encouraging factories and research institutions to send techniques 
to the farmers. 


As a result, more than 460,000 peasant households, or one-third of the 
households considered poor because either of the family size or lack of 
special skills, have increased their income from less than 100 yuan to 

more than 200 yuan and some have reported an annual income of more than 
500 yuan. 


Most of the demonstrative households are in the areas of crop cultivation, 
breeding or processing industries and the heads of most of these households 
are middle aged or young peasants who are apt at learning. They help 

their local countrymen by passing on their special skills, providing market 
information, lending money or offering fine strains of seeds or seedlings 
at low prices or free of charge. 


Yu Zhengyan, a crack hand at growing rice in Linxiang County, signed a 
contract to manage more than 13 hectares of rice paddies on low-lying 
land that had produced only one crop a year. Every year, it sold to the 
state more than 50 tons of rice. This, plus the family sidelines, makes 
him the biggest rice producing household, with an annual income of more 
than 15,000 yuan. Encouraged by his example, more than 20 young farmers 
nearby began to learn his cultivation techniques, including field management, 
plant protection against diseases and insects, and last year contracted for 
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more than 36 hectares of rice paddies which had been lying in waste. The 
first year, they gathered a big harvest, with per-hectare yield reaching 
4.5 tons, and got an average annual income of 2,100 yuan. 


Another peasant technician, called Wang Zhenhua, in Shuangfeng County, 
demonstrated his skills in what is called ecological farming. He raises 
poultry, pigs and fish and uses their manure to produce methane gas for 
cooling and as for power in processing farm products and to raise earth 
worms to feed his poultry, pigs, and fish. Last year he netted more 
than 90,000 yuan. He summed up his experiences and wrote a number of 
pamphlets to be distributed among local peasants. Over the past four 
years, he received nearly 20,000 people seeking for advice. It was 
estimated that more than 700 households have benefited from his books 
and have become specialized in raising pig, fish and poultry. 


In another county, the more than 580 demonstration households have formed 
close ties with local poor peasants, teching them how to engage in 

intensive cultivation, raising domestic animals and processing farm products. 
They have trained more than 300 skilled technicians. By the end of last 
year, more than 1,000 of the 3,000 poor peasants reported to have shaken 

off poverty. 


Now the province has established 5,500 agrotechnical societies with the 
demonstrative households as the mainstay. They will have a vital role 
to play in changing the face of China's countryside, the vice-chairman 
of the Provincial Science and Technology Association, predicted. 


/12858 
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AGRICULTURE 


LIAOWANG ON AGRICULTURAL PRODUCTION PROSPECTS 
HK230620 Beijing LIAOWANG in Chinese No 6, 9 Feb 87 p 4 


[Article by Zhou Yichang (0719 6318 2512): "Prospects of This Year's 
Agricultural Production" ] 


[Text] The Ministry of Agriculture, Animal Husbandry, and Fishery recently 
called a forum for directors of offices and bureaus of agriculture of 

some provinces. The meeting required all localities to arrange this year's 
farming in accordance with the principle of “overall stability with 
small-scale readjustment" and to chan,e the condition of some large-scale 
fluctuation in the acreage planted by crops a few years ago. 


The acreage planted by grains is basically stable, with a little increase. 
Initial statistics show that grain is to be sown on a total area of 
1.667 billion mu in various places this year, up by more than 4 million 
mu from the actual area sown with grain in 1986. Thus, if the gross 
‘rain output in 1987 is to recover to the level of 1984, the only way 

to increase input and to raise the yield. The potentialities in this 
respect are very great. China's grain output in 1986 increased by more 
than 10 billion kg from 1985; towever, the development was imbalanced 
among localities. Twenty provinces, cities, and autonomous regions 
throughout the nation have failed to recover to their historical record. 
Had they succeeded in doing so, grain output could have increased by 
16.5 billion kg. Nor did the yield of grain in 1986 recover to the 
historical record. If the yield recovers to the 1984 level, with the 
acreage planted to grain kept the same as 1986, China's gross output of 
grain will surpass 400 billion kg. Provided the yield of grain of every 
province, city, and autonomous region recovers to the historical height, 
the national gross output of grain will be 407.25 billion kg, namely, 
the 1984 record high of 407.305 billion kg. 


The area planted by cotton will be somewhat increased. According to the 
plan of all provinces, cotton will be planted on an area of 77 million mu, 
up by more than 10 million mu from 1986. Among the provinces, Shandong, 
Hebei, and Henan will all increase their acreage planted by cotton. 
Because of the drought in autumn 1986, Shandong and Hebei did not fully 
use their land in sowing wheat, and more of their land was left fallow. 
This year, again, the purchasing price for cotton in the north has been 
readjusted to a level slightly higher than 1986, and the peasants' 
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enthusiasm for planting cotton is somewhat heightened. However, in the 
cotton areas of Jiangsu and Hubei, the enthusiasm of cotton planters have 
not been genuinely given play. The area planned by cotton crops is great, 
but problems still exist in implementation, which should be firmly grasped. 


The area planted by oil crops will be increased. According to the provin- 
cial plans, a total area of 183 million mu will be planted by oil crops 

in 1987, up by more than 10 million mu from 1986, of which the area 
planted by rapeseed will be increased by 3 million mu. 


The area planted by sugar crops is basically stable. According to the 
provincial plans, a total area of 23.8 million mu is to be sown sugar 
crops, up by 1.5 million mu from 1986. Grain prices have gone up in 
Heilongjiang, Jilin, Cuangxi, and Cuangdong, and the peasants are unwilling 
to grow more sugarcane. Therefore, we cannot be too optimistic about 

the prospects of sugar crops. 


Regarding other economic crops, appropriate readjustment has also been 
made based on the market demand. 


This year, spring farming and the preparations for ploughing and sowing 

have started rather early, and many localities began their activities 

in capital construction on the farmland, collecting manure, and manufacturing 
fertilizer Last autumn. Yunnan, Guangxi, Jiangsu, Ningxia, Nei Monggol, 
Jilin, Sichuan, Shandong, Hunan, and Xinjiang have already called their 
provincial (or regional) rural work conferences or agricultural work 
conferences, and other provinces and cities are making preparations for 

the convening of such conferences to make plans for the 1987 production. 


The output of agricultural production materials in 1987 will be better 

than 1986 through the efforts of relevant departments under the State 
Council. The output of chemical fertilizer will basically meet the demand. 
The general demand for insecticide will be satisfied; however, its varieties 
are not complete. The supply volume of diesel oil will be somewhat 
increased over 1986. Seeds will basically meet the demand, with the 
exception of hybrid rice and hybrid maize. 


Leadership at all levels should do their best to implement the production 
plan for 1987, firm up the measures for increasing production for every 
household, and strive for new progress in grain, cotton, edible oil, and 
sugar in 1987. 


/9604 
CSO: 4006/418 
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AGRICULTURE 


NEI MONGGOL DEVELOPS ANIMAL HUSBANDRY RESEARCH 
OWO31100 Beijing XINHUA in English 1030 GMT 3 Mar 87 


[Text] Hohhot, 3 March (XINHUA)--Researchers in Inner Mongolia have 
developed a kind of animal feed that can shorten tne weaning period of 
calves and help chem grow faster, according to the Inner Mongolian 
Academy of Animal Husbandry Sciences. 


This has not only saved milk for human consumption but also stimulates 
the development of calf raising, an expert at the academy said. 


This is only one of the numerous research achievements made over the past 
few years in this autonomous region which is the leader in China's 
animal husbandry. 


Other achievements include a high-yield and early ripening grazing grass 
developed from a poisonous weed called lactuca indica, a technique that 
can process plant stalks, no matter how hard they are, into soft, puffy 
and tasty feed by using a heat and pressure tank, a technique claimed to 
be internationally advanced. 


Inner Mongolia has more than 80 million hectares of natural grassland 

and raises 40 million head of livestock. The autonomous region's science 
academy administers more than 600 research institutions staffed by more 
than 8,000 researchers and technicians. Workers working to spread new 


techniques number more than 20,000. In addition, there are two agricultural 


and animal husbandry colleges and two universities with faculties of 
animal husbandry. 


From 1982 to 1986, the researchers completed 53 research projects, including 


breeding of fine strains of livestock and animal disease prevention. 


/12858 
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AGRICULTURE 


NEI MONGGOL MEETING ON BUILDING GRAIN BASES HELD 
SKi80549 Hohhot Nei Monggol Regional Service in Mandarin 1100 GMT 17 Mar 87 


[Excerpts] The regional meeting on building grain production bases, 

held in Tongliao in mid-March, summed up and exchanged the region's 
experiences in building grain production bases, and discussed and studied 
major measures for strengthening agricultural base construction, rapidly 
popularizing practical agricultural technologies, striving for a bumper 
harvest, and gaining more momentum for agriculture this year. 


The meeting's participants maintained: In 1986 despite being hit by 

serious natural calamities, the 15 banners and counties as well as 80 

towns and townships in the region's grain production bases gave fuller 

play to their comprehensive production capacity in building grain bases, 

and effected varying degrees of increases in the five major targets--targets 
for the seeded areas, gross output and commodity volume of grain and soybean, 
the total agricultural output value, and the per-capita income. As a 

result, these localities have not only made great contributions to increasing 
production and revenues, but have also improved production conditions and 
added momentum to grain production. 


The meeting's participants pointed out: Building grain production bases 

is a task decided by the regional party committee and government in line 
with the principle of giving different guidance to different localities, 
and constitutes an important part of the strategic decision on invigorating 
animal husbandry through planting trees and grass. To ensure a sustained 
and steady increase in grain output of grain production bases and to 
enhance the region's level of self-sufficiency in grain, the meeting 

urged grain bases to ensure the steadiness of grain growing acreage and 

the rational proportion between the areas under grain and cash crops. 

The localities which have had a relatively large drop in grain growing 
acreage must conduct readjustment. Crain bases should ensure steady 
increases in the per-unit and gross output of grain, with the annual 
increase rate of gross grain output reaching 5 percent or higher. These 
bases should ensure the fulfillment of their targets for the contracted 

and negotiated purchases of grain, and should gradually raise the commodity 
rate of grain. On the premise of ensuring grain output, they should 
vigorously develop animal husbandry and diversified occupations with an 

aim to constantly increase the total agricultural output value and peasants' 
income and set a new record in this year's grain output. 


86 








The meeting pointed out: Formulated in accordance with the region's 
natural conditions and economic law, the economic development strategy 

of invigorating animal husbandry through planting trees and grass by 

no means negates the importance of grain production, still less does it 
mean that grain production can be neglected. Building grain production 
bases aims precisely at giving play to the favorable conditions of these 
areas in order to provide an ample source of forage grass for the develop- 
ment of animal husbandry. 


The meeting also called on grain bases to rapidly popularize the 16 
practical technologies set forth by the regional Agricultural Commission 
and apply science and technology to production as soon as possible. 

rhe meeting urged grain bases to accelerate the building of farmlond water 
conservancy projects and basic facilities in an effort to further improve 
conditions for production. 


Bai Junqing, vice chairman of the region, spoke at the meeting. 


/12858 
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AGRICULTURE 


QINGHAI MEETING SETS ANIMAL HUSBANDRY TASKS 
aK160519 Xining Qinghai Provincial Service in Mandarin 2300 GMT 15 Mar 87 


[Excerpts] A provincial animal husbandry work conference which concluded 
on 13 March decided that the focal points in developing the province's 
animal husbandry economy this year are to actively develop animal 
husbandry on the pasturelands and to sow grass for rearing livestock 

in the province's agricultural areas. The pastoral areas must base their 
efforts on striving to improve the production conditions, the methods 

of operation, and the mode of the herdsmen's daily life, and follow the 
path of seasonal animal husbandry production. The agricultural areas 
should uphold the principle of integrating agricultural, forestry, and 
animal husbandry, and follow the path of nourishing agriculture with 
animal husbandry and stimulating animal husbandry with agriculture. 


Guided by this year's Central Document No 5 and the spirit of the national 
and provincial rural work conference, the participants in this 6-day 


meeting seriously analyzed the current situation and advanced the guidelines 


and focal tasks for 1987. 


The participants held: Instituting various forms of contract responsibility 


system with payment linked to output was the main task in the first stage 
of reforms in the agricultural and pastoral areas. To further deepen 

the reforms, we must digest and perfect the various reform measures 
already tabled and focus on improving the capability of household 
operations and on bringing into play the superiority of the socialist 
system, to create favorable conditions for developing commodity economy. 
The animal husbandry services setup should do a good job in providing 
socialized services. 


During the meeting, Lu Shengdao, deputy secretary of the provincial party 
committee, and Vice Governor Gabulong made speeches. 


/12858 
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AGRICULTURE 


SHANDONG GOVERNMENT HOLDS EMERCENCY MEETING ON DROUGHT 
SKi80710 Jinan Shandong Provincial Service in Mandarin 2300 CMT 17 Mar 87 


[Text] On the evening of 17 March the provincial People's Government 
held an emergency telephone conference on combatting drought to ensure 
the growth of wheat crops and spring sowing. The conference urged 
various localities, by bearing in mind the current serious drought, to 
resolutely adopt measures for successfully combatting the drought to 
ensure the growth of wheat crops and spring sowing and to strive to reap 
a bumper harvest of summer grains this vear 


Since the beginning of the spring, various localities throughovt the 
province have taken spring agricultural production as a central task in 

the current rural work. More than 60,000 cadres in the province, who 

have been temporarily divorced from production, have gone deep into the 
production forefront to help the peasants solve their practical problems. 
Various industries, trades, and departments have actively supported 

spring productior. The situation in the supply and allocation of 
materials, fuel oil, power, and coal, as well as in wheatfield management, 
and progress in making sowing preparations is better than before. However, 
the current drought has developed rapidly. At present, the province's 
farmland acreage that has been affected by drought has reached more than 

31 million mu, of which 10 million mu has suffered serious drought. The 
province's total volume of reserved water has shown a 3 billion cubic 

meter decrease over the figure for the corresponding 1986 period. 
Meanwhile, the water volume of the Huang He has decreased on a large scale. 
The subterranean water level has suddenly dropped, and what is worse is 
that the drought situation is still continuing to develop. 


The emergency telephone conference urged various localities to clearly 
understand the current stern situation, to go all out, to be determined, 
to overcome the difficulties, and to earnestly do a good job in combatting 
the drought to ensure the growth of wheat crops and spring sowing. At 
present, the movement of combatting the drought to ensure tue growth of 
wheat crops and spring sowing has entered a crucial period. Various 
localities should make full use of their water sources and surface water 
to vigorously expand the acreage of irrigated farmland. Efforts should 

be made to ensure power supply for combatting the drought in agricultural 
production and to fulfill the plans set for agricultural power consumption 
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AGRICULTURE 


SHAANXI "URGENT CIRCULAR’ URGES FIGHTING DROUGHT 
HKO10115 Xian Shaanxi Provincial Service in Mandarin 0030 GMT 1 Feb 87 


[Excerpts] The provincial party committee and government have issued an 
urgent circular on immediately launchiug a provincewide drive to fight 
drought and ensure a bumper harvest. The circular said: Shaanxi suffered 
serious drought last year. There was a great lack of soil moisture 
during the autumn sowing, and there has been little rain since then. Some 
10 million mu of summergrain crops are now affected by drought. According 
to the forecast, there will be little precipitation in most of the province 
in the coming period, and the drought will develop further. The provincial 
party committee and government therefore demand that the pecple of the 
province fully realize the gravity of the current drought and the urgency 
of » tecting the growing crops from drought. They should take immediate 

‘gent action to launch a mass drive to fight drought and ensure a 

‘c+ harvest. The circular made the following demands: 


i. The party committees and people's government at all levels must 

regard striving for a bumper grain harvest this year as an extremely 
important task in the whole of naticnal economic work, and get a really 
good grasp of it. In the current serious drought, it is imperative to 
take decisive and effective measures to resolve various practical problems 
without missing the farming season. 


2. Concentrate forces to irrigate the summer-harvested crops. All 
irrigation areas must immediately mobilize the masses to put to work various 
irrigation facilities for day and night operations. Everything possible 
must be done to expand the irrigated area. 


3. Do a good job of field management such 1s manuring and the prevention 
of insect pests. According to the forecast, there will be another serious 
outbreak of wheat midges this year. As last year, all localities must 
make preparations as eariy as possible and launch the masses to take 
preventive action. It is essential to score outstanding results in this 
respect. 


4. Send science and technology personnel to the frontline of production 
to popularize various practical agrotechnical items and provide consultative 
and training services. 


\. The cadres at all levels must go to the frontline of production to solve 
problems there. After the spring festival, the leading comrades of the 
provincial party committee and government will go down to the grass roots to 
help with the work. 


9] 
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AGRICULTURE 


SHANXI HOLDS RURAL WORK CONFERENCE 
HK080630 Taiyuan Shanxi Provincial Service in Mandarin 2300 CMT 5 Mar 87 


[Text] A provincial rural work conference convened by the provincial party 
committee and the provincial government concluded on 5 March in Taiyuan. 
The conference noted that the focal points of the province's rural work 

for this year are: deepening reform; making great efforts to improve 
agricultural production conditions; increasing reserve strength of agri- 
culture; promoting sustained and steady development of the rural economy; 
giving first place to grain production; and adopting measures to regain 

a grain output of over 16 billion jin this year. 


The conference demanded that leaders at all levels, especially county- 

level leaders, successfully grasp agricultural production as the most 
important task of their economic work. It also demanded that all trades 
and professions regard agriculture as an important matter of common concern, 
energetically support agriculture, and make joint efforts to strive for 

this year's bumper harvests. 


Attending the conference were ~i Ligong, \’ang Senhao, Wang Jiangong, 

Bai Qingcai, Huo Fan, Wang Tingdong, and Cuo Yuhuai, leading comrades of 
the provincial party committee, the provincial peoples congress, and the 
provincial government; and people sent by the China Rural Levelopment 
Research Center under the State Council. Li Ligong, secretary c- the 
provincial party committee, addressed the conference. Wang Jiangong, 
deputy secretary of the provincial party committee, delivered a report 
entitled "Deepen Reform, Increase Reserve Strength, and Promote Sustained 
and Steady Development of the Rural Economy," on behalf of the provincial 
party committee and the provincial government. Wang Tingdong, vice chairman 
of the provincial People's Congress Standing Committee, Jelivered a speech 
on issues concerning the rural reform. Guo Yuhuai, vice povernor of the 
province, delivered a summing-up speech. 


During the conference, representatives deeply and meticulously discussed 
the trial methods to further improve the land contract system, the contract 
responsibility system for orchards, the contract system for township- 
and-village collective enterprises, tne contract responsibility systems 

for collective undertakings engaged in afforesting barren hills and for 
mountain forests, and the financial management of rural economic organiza- 
tions. The representatives also made suggestions for revision. They 
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made a penetrating aralysis of this year's situation of rural reform and 
development of rural commodity production in our province. After conducting 
group discussions and listening to speeches at the conference, they 
unanimously noted that this year's agricultural production is full of 
promise. 


During his summing-up speech delivered yesterday, Vice Governor Guo 
Yuhuai said: Since the 3d Plenary Session of the ilth CPC Central 
Committee, the situation for rural reform in our province has been 
excellent. The framework of a new rural economic system has emerved. 
Regarding the existing problems in our rural reform, we must adopt the 
method of proceeding in an orderly way and step by step to make unceasing 
explorations, practices, summations, and penetrations, and progressively 
perfect our rural reform. Comrade Guo Yuhuai said: Increasing the reserve 
strength of agriculture has an important bearing on the overall situation 
of our national economy. Judging from this province's situation, we can 
see that increasing the reserve strength for agricultural development and 
increasing agricultural input are very important and urgent tasks. While 
increasing financial investments in agriculture at all levels this year, 
we must regard the task of encouraging peasant investments as a major task 
of our rural work. However, we must not go in for administrative decrees 
in this regard nor must we go in for apportions. Through the method of 
perfec<ing our policies, we must gradually establish a mechanism for 
stimulating investments and create good investment environment for our 
peasants. 


Referring to the development of township and town enterprises, Comrade 

Guo Yuhuai, noted: to maintain sustained, steady, and coordinated develop- 
ment of town-and-township enterprises, we must change the situation of 
concentrating on growth of output value alone; we must shift our focus to 
the course of improving economic results. This should be the guiding 
ideology for and focal point of the work of developing township and town 
enterprises in the days to come. In making investmentsin the days to come, 
we inust put the stress on medium-sized and small enterprises, on promoting 
technological transformation and progress in enterprises, on developing 
(?much-needed) projects with short cycles and quick results, and on 
developing projects that are capable of upgrading products. 


/9604 
CSO: 4006/418 
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AGRICULTURE 


SICHUAN TO SPREAD AGRICULTURAL TECHNOLOGY 
OW260758 Beijing XINHUA in English 0721 GMT 26 Feb 87 


[Text] Chengdu, 26 February (XINHUA)--As part of a program to spread 
up-to-date agricultural technology in underdeveloped areas, a group of 
technicians have just left Chengdu to instruct peasants in mountainous 
areas. 


This year, Sichuan Province, China's leading grain producer which supplies 
one-tenth of the country's grain, plans to try out new farming techniques 
on six million hectares of rice, wheat, corn, rapeseed, peanuts and cotton, 
657,000 hectares more than last year. 


The technicians will teach peasants in 60 counties how to cultivate corn 
seedlings under plastic film. Last year, the plastic-film technique was 
used on 2,000 hectares with output 50 percent more than on fields using 
conventional methods. 


In areas where one rice crop is grown in summer and the fields are flooded 
in other seasons because of poor fertility, a semi-dry cultivation method 
will be introduced. Ditches will be dug in the fields to raise fish and 
duckweed with rice grown on the ridges. 


Developed by agronomist Hou Guangjiong, the method could increase rice 
output by one ton per hectare in addition to producing 360 kilograms of 
fish. Sichuan has 400,000 hectares ©* paddy fields which could be adapted 
to this cultivation method. 


Other new agro-techniques to be introduced under the program include 
higher-quality seeds, the scientific application of fertilizer, crop 
rotation and more insect and disease prevention and treatment. 
"Sichuan authorities see spreacing new technology as the main way to boost 
output, because now peasants are using some grain farmland to grow cash 
crops," an official said. 


‘12858 
CSO: 4020/137 
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AGRICULTURE 


SICHUAN HOLDS CONFERENCE ON CHEMICAL FERTILIZERS 
HK260219 Chengdu Sichuan Provincial Service in Mandarin 2300 GMT 24 Feb 87 


[Excerpts] From 20 to 24 February, the provincial Chemical Industry 
Department and the provincial Federation of Trade Unions jointly held in 
Nanchong a meeting on chemical fertilizer work and on commending the advanced 
in chemical fertilizer production. Vice Governor Ma Lin and responsible 
comrades of the provincial Chemical Industry Department, the provincial 
Federation of Trade Unions, and the provincial Planning and Economic 
Commission attended the meeting. 


In his speech yesterday afternoon, Ma Lin said that in doing this year's 
economic work, it is necessary to curb excessive economic growth. The 
economy must develop steadily and agriculture must increase steadily. 

This year's grain output must increase by 1.5 billion kg, which is indeed 
an arduous task. We must try every means to enhance reserve strength of 
agriculture and must not reduce agricultural investment. Efforts should 

be made to ensure agricultural investment. At present, the province's 
agricultural preduction is facing two serious difficulties, namely, a 
shortage of water supply and a shortage of fertilizer. Agriculture 

depends on chemical fertilizer. The province's chemical fertilizer output 
this year must strive to reach 7.2 million tons. All plants must tap their 
potentialities, carry out innovation, increase production, practice economy, 
make meticulous plans and properly develop chemical fertilizer production 
for the first half of this year to meet the needs of agricultural production. 


/12858 
CSO: 4006/427 
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AGRICULTURE 


XINJIANG THREATENED BY FLOOD, DROUGHT 
HK180658 Urumqi Xinjiang Regional Service in Mandarin 1300 GMT 17 Mar 87 


[Excerpts] The autonomous regional people's government yesterday 
afternoon held au emergency meeting on flood prevention and fighting 
drought, calling on all trades and professions to promptly take action, 
to promote the current work of flood preventing and fighting drought 
and to win the autonomous region's 10th year of bumper agricultural harvests. 


The meeting noted: Our autonomous region is currently facing flood in 
the north and drought in the south. A total of 23 counties and cities in 
6 prefectures in the northern part of Xinjiang are being threatened by 
floods, and 5 million mu of cultivated land in the eastern and southern 
parts of Xinjiang are being threatened by drought in varying degrees. 


The meeting demanded that leaders at all levels deepen their understanding 
of the current work of preventing flood and fighting drought and firmly 
foster the idea of preventing floods, combatting drought, and striving 

for bumper harvests. 


During the meeting, Yusufu Muhanmode, vice chairman of the autonomous 
regional government, put forward concrete demands on successfully 

promoting the current work of preventing floods and fighting drought. 
Leaders from supply and marketing cooperatives, the regional department 

of water resources and electric power, the regionai department of 
agriculture, the regional agricultural bank, the regional bureau of 

electric power, and other relevant departments in our autonomous region 
said: We must promptly take action, adopt practical and effective measures, 
and spare no effort to support the current work of preventing flood and 
fighting drought. 


/12858 
CSO: 4006/425 
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AGRICULTURE 


1987 FERTILIZER REQUIREMENTS PROJECTED FOR ZHEJIANG 
Hangzhou ZHEJIANG RIBAO in Chinese 30 Dec 86 p 2 


{Article by Jiang Zhicheng [5592 1807 6134] and Dai Zhongmei [2071 0112 5019]: 
"Strive To Increase Production of Marketable Chemical Fertilizer and Meet’ the 
Needs of Agricultural Production"; first paragraph is source-supplied 
introduction] . 


[Text] Editor's Note: The Zhejiang Agricultural Production Materials 
Corporation has issued a timely forecast of the state of the fertilizer market 
in 1987. This will undoubtedly help us in properly guiding agricultural 
production in 1987. In light of the significant shortage of chemical 
fertilizer supplies in 1987, we hope that agricultural departments at all 
levels and in all places will move as early as possible to adopt effective 
measures suited to local conditions. We hope that they will try to gain the 
initiative and do everything in their power to reduce the shortage. They must 
work hard to satisfy the farmers' demands for chemical fertilizer and thus 
guarantee that we will have another good harvest in 1987. 


According to a survey forecast conducted by the Zhejiang Agricultural 
Production Materials Corporation, in 1987 the overall state of the chemical 
fertilizer market in Zhejiang will be as follows: social demand will grow, 
sources of supplies will be inadequate, and there will be a significant 
discrepancy between supply and demand. 


If we project a forecast bas7d on the development of agricultural production 
and on rural purchasing power, in 1987 agricultural resources departments will 
need to supply 3.8 million tons of chemical fertilizer, up 8.& percent over 
estimated 1986 sales of 3.5 million tons. However, our sources of supplies 
can only satisfy 80 percent of the demand and it is estimated that there will 
be a gap of about 700,000 tons of fertilizer. The major causes leading to 
this situation are as follows: 1) Because of an inadequate supply of energy 
at the Zhenhai General Petrochemical Plant, in 1987 we can arrange to produce 
chemical fertilizer only at the 1986 planned output level. Output will amount 
to roughly 70 percent of the plant's production capacity. 2) Because raw 
material and fuel prices have .isen and coal, electricity, and phosphate 
supplies are insufficient, and because some chemical fertilizer plants have 
ceased production over the years so that their equipment has corroded and it 
is difficult to restore production, even if smali local chemical fertilizer 
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plants make their best effort it is estimated that they will only be able to 
maintain their 1986 level of production. 3) Because there is a_e severe 
shortage of chemical-fertilizer supplies nationwide, all provinces and 
municipalities have adopted measures to control fertilizer exports. Some 
producing provinces that have historically shipped out chem:cal fertilizers 
have switched to buying chemical fertilizers from outside the province. 
Consequently, in 1987 it will be extremely difficult to arrange ffor extra, 
unplanned fertilizer from outside Zhejiang. 


In view of the above-mentioned facts, the supply trend for the primary types 
of chemical fertilizer in 1987 will be as follows: 


is Nitrogenous Fertilizers: In 1937 the social demand wiil increase and 
there will be a significant gap between supply and demand. However, this will 
not be the same for all types. Tnere is never enough urea to meet demand, and 
because the sources of supplies will be inadequate in 1987 there will continue 
to be a very prominent discrepancy between sSuppsay and demand. For the past 
few years sodium hydrogencarbonate has been unsalabie, but in 1986 sales 
opened up and in 1987 the market will contine to be good. Especially in some 
fertilizer-short regions, the supply will fall short of demand. Ammonium 
Sulphate supplies will be far from adequate to meet demand. As for ammonium 
chloride, because the price will rise again and there will be insufficient 
sources of supplies and inadequate transportation, we will be unable to ship 
in as much of this fertilizer as we did in 1986. Aqueous ammonia has not 
his’ orically been well-received by farmers. Although the price drops time and 
again, sales volume continues to decline year after year. It is projected 
that output will remain higher than sales through 1987. 


2. Phosphate Fertilizers: In the past few years some enterprises have been 
producing phosphate fertilizers in a rough and slipshod way. The quality has 
been poor and the price nigh, and this type of fertilizer has been extremely 
unmarketable. The quantity of phospnate fertilizers farmers apply has dropped 
by a large margin, resulting in an imbalance in the ratio of nitrogen to 
phosphorus. in 1986 we adopted temporary measures to reduce the price of 
phosphate fertilizers, and agriculture departments disseminated formulas for 
fertilizer applications. Sales suddenly shot up and commercial stockpiles 
declined by a large margin. Phospnate fertilizers are in extremely short 
supply for the winter planting and localities are asking for emergency help. 
Because the supply of phosphate minerals will be insufficient and raw material 
prices will rise, in 1987 the output of phosphate fertilizers in Zhejiang will 
be inadequate for the market. Because supplying provinces are controlling 
outside sales and there is not enough freight capacity, it will be hard to 
import phosphate fertilizer. It is predicted that the shortage will be even 
more severe than it was in 1986. 


36 Potassic Fertilizers: Due to a reduction in state imports in 1986, the 
sources of potassic fertilizer supplies are seriously inadequate, inmost places 
are sold out, and the farmers urgently need more. In 1987 state imports will 
increase and the Zhejiang government will also adopt measures to draw on local 
foreign exchange to arrange for imports. We predict that relief is in sight 
for the discrepancy between supply and demand. 
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4, Compound Fertilizer: In the wake of the expansion of cash crops, 


demand for compound fertilizer continues to rise. In particular, imports 


tri-eiement compound fertilizers are in high demand, and the supply 
short of demand. Locally produce 
and used in the past few years, and the market for it has o 
as there is not enough imported compund fertilizer, the local product will 
in great demand in 1987. 
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5. Trace Fertilizer (Trace Element Chemical Fertilizer): As applications 
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nitrogen, phosphorus, and potassium have increased, the effects 


insufficient trace elements on crop growth have begun to appear. We predi 
that in 1987 and thereafter applications of trace element fertilizers w 
tend to increase year after year. In 1987 supplies will be extremely tight 


because we do not} produce enough borax. 
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BRIEFS 


GUANGXI SUGARCANE OUTPUT--Nanning, 30 January (XINHUA)--Guangxi Zhuang 
Autonomous Region, China's second largest sugar cane producer, reported a 
record output of 8.26 million tons of cane sugar in the 1986 refining season. 
A local official said today that the figure was 47.7 percent more than the 
previous year. Last year, the autonomous region expanded the sugar cane 
growing area by 13,(00 hectares to reach 207,000 and the output went up 
nore than 20 percent from 1985. New technology including spreading 
fertilizer and cultivating the crop under plastic film was introduced. To 
cope witii the cane output increase, the region set up two sugar refineries 
while updating existing ones. [Text] [Beijing XINHUA in English 1223 CMT 
30 Jan 37 OW] /12858 


GUANGXI TO BUILD GRAIN PRODUCTION BASES--Nanning, 4 February (XINHUA)--China's 
central government has decided to allocate special funds earmarked for 
building grain production bases in 30 counties in the Guangxi Zhuang 
Autonomous Kegion. From 1987 to 1990, an investment of 140 million yuan 
(37.8 million U.S. dollars) will be used to build and maintain irrigation 
facilities, raise output in low-yield areas, spread application of improved 
seed strains, introduce up-to-date farming techniques, and combat plant 
diseases and pests. The Guangxi regional government has selected 30 counties 
to receive the funds in ex:hange for increases in grain sold to the state, 
based on the amount of fu.ding they receive. These counties will also 

have priority in buying fertilizer, diesel oil, materials for building 
irrigation projects and in obtaining bank loans, technical information and 
services, and farmer training. [Text] [Beijing XINHUA in English 1556 GMT 

4 Feb 87 OW] /12858 


"SPARK' PLAN BENEFITS XINJIANG AREAS--Urumqi, 5 February (XiNHUA)--A lamb 
raised at an experimental center in Xinjiang grows 280 grammes a day and 
reaches 36 kilogrammes before it is slaughtered and sold for a dozen yuan 
more than an ordinary sheep. This is part of a "spark" plan being implemented 
in northwest China's Xinjiang Uygur Autonomous Region. The nationwide plan 
aims at setting off the sparks that will start a technological revolution in 
China's rural areas to help boost their economic development. Xinjiang plans 
to fatten four million lambs and if the new fattening method succeeds it will 
mean an additional annual income of 62 million yuan (16.7 million U.S. 
dollars). Another successful project in fish-breeding enables the region 

to harvest 73.5 tons of fish from a hectare of water surface in five months. 
The region has altogether implemented 28 projects within the plan, and seven 
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have become operational. It has also trained 13,000 pecple through 
technical courses at a cost of 23 million yuan (6.2 million U.S. dollars). 
[Text] [Beijing XINHUA in English 0256 GMT 5 Feb 87 OW] /12858 


CENTER BOOSTS AGRICULTURE PRODUCTION--Xian, 5 February (XINHUA)--Results of 
agricultural research in northwest China have helped raise agricultural 
production in the area. An agricultural research center, located 80 
kilometers west of Xian, the capital of Shaanxi Province, has trained 
technical personnel and brought in economic results of 10 billion yuan 

(2.7 billion U.S. dollars). The center includes ten national or provincial 
agricultural research institutes and employs 3,860 staff members in 
research and teaching, with 1,440 holding academic degrees. To date, the 
center has received national or provincial recognition for 324 research 
Projects. Improved wheat varieties have raised the per-hectare yield from 
1.5 tons in the 1950's, to the current 4.5 tons, and the center has also 
issued important results of ecological studies of the Loess Plateau. 

{Text] [Beijing XINHUA in English 0726 GMT 5 Feb 87 OW] /12858 





NEI MONGGOL SALT OUTPUT--In 1986, Nei Monggol produced 1,007,400 tons of 
salt, fulfilling the annual plan by 159.9 percent, a 53.4 percent 
increase over 1985, and the output value was 110,020,000 yuan. [Excerpt] 
[Hohhot NEI MENGGU RIBAO in Chinese 16 Feb 87 p 2] 


JIANGXI RUPAL EXPORTS--In 1986, rural exports in Jiangxi Province 
accounted for 40 percent of products exported. Prior to 1984, the 
province exported more than 40,000 tons of high-quality rice a year. In 
1986, output of high-quality rice was more than 200,000 tons, the 
province exported 120,000 tons, and earned $23,400,000 in foreign 
exchange. In addition, 40,000 tons of high-quality rice were transported 
to Shanghai for export. In 1986, the Provincial Grain, Edible Oil, and 
Food Import and Export Corporation earned $55,130,000 in foreign exchange 
from the export of its products. [Excerpts] [Nanchang JIANGXI RIBAO in 
Chinese 29 Jan 87 p 1] 


HUNAN 'POLLUTION-FREE' VEGETABLES--At present, the province has set aside 
more than 25,000 mu as "pollution-free'' vegetable bases, accounting for 
about 30 percent of the area sown to vegetables. Last year these fields 
provided 125,000 tons of vegetables to markets. [Excerpts] [Changsha 
HUNAN RIBAO in Chinese 13 Feb 87 p 1] 


QINGHAI RESERVOIRS--According to a recent survey, the winter irrigated 
area in Qinghai Province was 770,000 mu, an increase of 100,000 mu over 
1985; more than 138 million cubic meters of water have been stored, an 
increase of more than 8 million cubic meters over 1985. ["xcerpt] ( 
[Xining QINGHAI RIBAO in Chinese 7 Feb 87 p 1] 
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GUANGXI SUGAR OUTPUT--In 1986, Guangxi Zhuang Autonomous Region pressed 

more than 8,255,700 tons of sugar cane, a 47.7 percent increase over 

1985, and produced more than 958,000 tons of sugar. [Excerpt] [Beijing 
; ZHONGGUO SHANGYE BAO in Chinese 19 Feb 87 p 1] 


SICHUAN AGRICULTURAL FUNDS--In January alone, the ichuan provincial 
agricultural bank and <redit cooperatives allocated 414 million yuan in 
loans for grain production and spring plowing, an increase of 307 million 
yan over the same period in 1986. [Excerpt] [Chengdu S!QMAN RIBAO in 
Chinese 22 Feb 87 p 1] 


SICHUAN INCREASING GRAIN PRODUCTION--Chengdu, 1 Februar <INHUA)--Sichuan 
Province, one of China’s major grain producers, has add ,900 hectares 
of growing area to increase grain production, the overs: edition of the 
PEOPLE'S DALLY reported today. The province also allocated more than 28 
million yuan (7.6 million U.S. dollars) to build co: sit ‘rain production 
bases ard finance farming technology stations, the repor iid. Low-interest 
loans totalling 20 million yuan (5.4 million U.S. dollavs) will be granted 
to expand the use of plastic film to cover rice seedling beds, which has 
been proved to be effective in increasing yields. Si early winter, 
according to the report, the province has started project iintaining and 
extending irrigation and other infrastructural faciliti 1 the fields, 
involving an estimated 6.2 million workdays. As planned, the province 

will grow more improved hybrids of wieat, rice and corn by 266,000, 200,000 
and 133,000 hectares respectively over last year. [Text) {Beijing XINHUA 


in English 0859 GMT 1 Feb 87 OW] /12858 


BEIJING COLD STORAGE FACILITIES BEING BUILT--Beijing, ! bruary (XINHUA)-- 
Construction of a meat packing and two modern feed-processing piants is 
scheduled to be completed in Beijing this year, according to the Municipal 
Animal Husbandry Bureau. Covering an area of three hectares, the Huadu 
Meat Packing Plant in Chaoyang District will have two processing lines 

for pigs and chickens, a prepared food workshop and a 500-ton ld storage 
facility. With major equipment imported from France, the plant will 
slaughter 300 pigs an! 6,000 chickens and turn out 8.4 tons of prepared 
food per shift upon completion in June. The Hongda Feed-Proc: ing Factory 


with an area of 3.4 hectares in Daxing County is expected ¢t ‘oO 6into 
production this month. Equipped with Hungarian facilities, the factory ts 
able to produce 50,000 tons of compound feed a year and, at the same time, 
store 400 tons of feed. The other feed-processing factory al in Jaxing 
County is expected to produce annually 30,000 tons of granulated and ground 
feed for cattle, sheep, rabbits and other plant-eating animals. With major 
equipment imported from France, the factory is scheduled to go into production 
in June. [Text] [Beijing XINHUA in English 1438 CMT 1 Feb 87 OW] /12858 


HENAN TECHNICIANS BOOST PRODUCTION--Zhengzhou, 12 March (XINHUA)--Agrotech- 
nicians in central China's Henan Province offer mode.u cultivation technology 
to local farmers to increase grain output. The drive has helped Henan 
Province, one of China's main grain producers, to increase the annual output 
from 21 million tons in 1980 to 29 million tons in the re rd year of 1983, 
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according to an official from the provincial Agricultural and Animal 
Husbandry Department. According to incomplete statistics, more than L100 
Agrotechnicians and experts in the province's four prefectures signed 


contracts covering an area of 180,000 hectares with Local farmers in 1986, 
the official said. The adoption of the rural contract responsibility system 
in 1979 helped farmers turn to modern farm technology. As a result, the 


per-unit grain output was raised from 161.5 kg in 1980 to 208.5 kg in 1983. 
This year the State Council bas drawn up a series of policies including 
raising grain purchase prices ani giving more chemical fertilizer and diesel 
oil to peasants to arouse their enthusiasm. Agrotechnicians may draw a 
commission of one pe’'cent if the grain output increases to the amount 
stipulated in the contract. Otherwise their wages will be reduced by five 
percent. [Text] [Beijing XINHUA in English 1434 CMT 12 Mar 87 OW] /12858 


GUANGDONG VIEWS AGRICULTURAL EXPORTS--Guangzhovw, 14 March (XINHUA)--South 
China's Cuangdong Province is focusing on developing more export-oriented 
agricultural products. "Last year the province earned 1.3 billion U.S. 
dollars from the export of agricultural products, which accounted for 40.9 
percent of the prs ..nce's total exports," a local official said. To date, 
the Leizhou Peninsula, the Chaozhou area, and coastal counties have been 
designated as bases for high-grade agricultural production. Dongguan City 
earned more than 220 million U.S. dollars in 1986, of which some 33 percent 
were attributable to the export of agricultural products. Foshan now has 
about 70 breeding and processing centers, which earned 210 million U.S. 
dollars in 1986, accounting for 52 percent of the city's -otal exports. 
"Guangdong is also trying to modernize traditional farming techniques,” the 
official said, adding as the country's leading eel producer, Shantou City 
has introduced an export-oriented production line for processed eel instead 
of exporting fresh eel, and has increased output value 30 to 40 percent. 
[Text] [Beijing XINHUA in English 0706 GMT 14 Mar 87 OW] /12858 


GOVERNOR HU PING ADDRESSES MEETING--The Provincial Greening Commission held 
a plenary session on 26 February to make afforestation plans for the entire 
province. Governor Hu Ping, who is also chairman of the Provincial Creening 
Commission, presided over and addressed the session. He said: Forestry is 
one of the main industries of our province, and afforestation is an 
important part for the building of spiritual civilization. Therefore, we 
must try our best to do a good job in afforestation. He pointed out: To 
speed up the greening process in our province, we must implement the policy 
of taking into consideration the intezests of the siate, the collective, 
and the individual; integrate afforestation with the efforts to prevent 
soil erosion and develop the economy; and pay attention to afforestation 
and management and to both ecological and economic benefits. In order to 
co our afforestation work well, we must mobilize the masses to plant and 
protect trees, but the state should give them necessary eccnomic support. 
In conclusion, he stressed the need to earnestly implement the "Forest Law 
in order to consolidate the fruits of afforestation and protect forest 
resources. The session approved a resolution on commending advanced units 
and activists in afforestation through the province. [Excerpts] [Fuzhou 
FUJIAN RIBAO in Chinese 1 Mar 87 p 1 OW] /12858 
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JILIN GRAIN PRICES--Effective this year, our province has decided to increase 
the prices of corn, sorghum, and cereal in fixed-quota grain purchases. The 
province plans to incease by 14 yuan the standard proportional price of 1 ton 
of corn and by 0.312 yuan that of 1 kg of corn. It also plans to increase by 
42 yuan the standard proportional prices of 1 ton of sorghum and cereal; by | 
0.314 yuan, that of 1 kg of sorghum; and by 0.328 yuan, that of 1 kg of . 
cereal. The prices of other grain will also be readjusted in line with the 


existing pruportional standards. [Text] [Changchun Jilin Provincial Service 
in Mandarin 2200 GMT 26 Feb 87 SK] /12858 


XINJIANG SUPPLY, MARKETINC COOPERATIVES--Our region's supply and marketing 
cooperatives at all levels have conscientiously conducted the three 
checkups, namely, checking up on business deficits, checking up on 
questionable [you wen ti] funds, and checking up on questionable commodities, 
thus safeguarding the economic rights and interests of the supply and 
marketing cooperatives, peasants, and herdsmen. According to incomplete 
statistics, the questionable commodities and funds uncovered in this region 
in 1986 totaled more than 130 million yuan. Last year supply and marketing 
cooperatives throughout the region checked up on problems concerning funds 
and commodities accumulated over the years and unearthed a number of 
economic cases which revealed payment problems or short delivery of goods. 
According to statistics compiled by supply and marketing cooperatives in 

38 counties, a total of 222 cases were placed on file for investigation and 
prosecution from 1985 to the end of 1986, involving a total sum of over 

1 million yuan. Of them, there ace 24 major cases involving 10,000 yuan 

Or more. Through the three checkups, a number of dying enterprises which 
were on the brink of bankruptcy were brought to life. [Excerpt] [Urumqi 
Xinjiang Regional Service in Mandarin 1300 GMT 9 Mar 87 HK} /12858 


JILIN AFFORESTATION ACHIFVEMENTS--Jilin Province has scored marked 
achievements in launching the people's voluntary afforestation campaign 

over the past 5 years. According to statistics, the province has planted 
566 million trees over the past 5 years. The total acreage of planted 
forests has reached 19.88 million mu. The survival rate of trees has 
reached 82 percent. The province's per-capita acreage in public planted 
forests has reached 5.1 square meters, which ranks the province third in 
this regard in the country. [Excerpts] [Changchun Jilin Provincial Service 
in Mandarin 1030 GMT 12 Mar 87 SK} /12858 


LIAONING CIRCULAR ON PRICE SUBSIDIES--The office of the provincial government 
issued a circular today on carrying out price subsidies for cotton production. 
The circular notes: To promote the development of cotton production and to 
help cotton growers eliminate poverty and seek wealth, the provincial 
government decided that from 1987, when the new cotton appears on the market, 
such key cotton production areas as Chaoyang, Fuxin, Jinzhou, Anshan, 
Liaoyang, and Yingkou cities should provide cotton price subsidies based on 
restoring the policy of purchasing 30 percent of cotton at a unified 

purchase price and 70 percent at a subsidized purchase price formulated by 
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the State Council. That is, 13.12 yuan should be subsidized for every 

50 kg of standard-class lap waste cotton. Through subsidies, the price 

of each 50 kg of cotton to be purchased should be increased from 176.42 

yuan to 189.54 yuan. The expenses in cotton price subsidies will be 

borne by textile industrial and foreign trade departments that use the 

cotton produced by the province. The circular also notes: As spring sowing 
will start soon, all city people's governments should formulate, in line with 
local actual conditions, measures to encourage cotton growing, organize forces 
to sign cotton purchasing contracts, and assign tasks for growing and purchas- 
ing cotton for households in an effort to ensure the fulfillment of cotton 
purchasing tasks. [Text] [Shenyang Liaoning Provincial Service in Mandarin 
1030 GMT 16 Mar 87 SK] /12858 


INCREASED GRAIN PRODUCTION URGED--Governor Wang Senhao said at a recent 
conference that Shanxi must strengthen its agricultural foundation and 
vigorously develop grain production this year. The province must focus on 
the following tasks: i. Build up 21 million mu of stable and high-yielding 
farmland, including 17 million mu of irrigated land. 2. Promote the use of 


plastic sheeting in cultivation. This should be extended to 3.5 million mu 
of grain during the Seventh 5-Year Plan. This year it should be applied on 
1.5 million mu of grain. 3. Work hard to improve alkaline land. To 


strengthen the agricultural foundation, this year the province must continue 
to mobilize the peasants’ enthusiasm for growing grain, appropriately increase 
investment in agriculture, and do a good job in maintaining and improving 
existing water conservancy facilities. On the basis of ensuring a relatively 
great increase in grain production, the province should achieve all-around 
development of rural commodity production and strive for sustained and steady 
growth in the rural economy this year. It is also necessary to be resolved 

to control the excessive growth in grain consumption by advocating planned 

and economical consumption. [Text] [Taiyuan Shanxi Provincial Service in 
Mandarin 2300 GMT 30 Jan 87 HK] /12858 


FOREIGN FUNDS USED IN GUANGDONG--The province has used foreign funds in 
afforestation. So far it has used foreign funds equivalent to about 1.7 
million yuan in developing afforestation and has planted 150,000 mu of trees 
for timber, and tended some 950,000 mu of forests. The province started using 
foreign funds for afforestation in September 1985, when the World Bank agreed 
to grant a low-interest loan of $12 million to build timber tree bases in 

29 state-run farms in Beijing, Xinjiang, and the Leizhou Peninsula and -to 

set up forestry products processing factories, such as plywood and tannin 
extract factories. This will promote the development of forestry commodity 
production in the province. [Text] [Guangzhou Guangdong Provincial Service 
in Mandarin 0400 GMT 26 Feb 87 HK] /12858 


TEA EXPORTS--In 1986, China exported more than. 170,000 tons of tea, a 
25.7 percent increase over 1985. Tea output for 1986 was 455,000 tons, a 
5.5 percent increase over 1985; 171,000 tons of tea were sold in China, a 
3.2 percent icrease over 1985. [Excerpts] [Beijing JINGJI RIBAO in 
Chinese 17 Feb 87 p 1] 


JIANGXI FARM MACHINE SALES--In 1986, the total sales value of farm 
machines in Jiangxi Province was 189 million yuan, a 18.6 percent 
increase over 1985. [Excerpt] [Nanchang JIANGXI RIBAO in Chinese 24 Jan 
87 p 1] 105 








SICHUAN ANIMAL HUSBANDRY--From 1978 to last year, Sichuan increased by 100 

to 300 percent its performance in various animal husbandry indices including 
output value, meat, egg, poultry, and milk production, and the number of pigs 
marketed. Animal husbandry output value has risen from 15 to 25 percent of 
total agricultural output value. This is far above the national average. 

The number of large herbivorous livestock last year broke through the 10 
million head mark, which had not been reached for many years. The area of 
artificially-sown pasture developed to 1.4 million mu. [Summary] [Chengdu 
Sichuan Provincial Service in Mandarin 2300 GMT 27 Feb 87 HK] /12858 


SEVERE DROUGHT IN GUANGXI PROVINCE--Since last winter, most areas in Guangxi 
have been short of rainfall by 30 to 70 percent compared with previous years. 
What is worse, many streams and rivers dried up and the storage capacity of 
reservoirs sharply dropped because of relatively high temperature. The 
drought is becoming more serious day by day. According to a survey report 
made by agricultural departments in the first half of February, all reservoirs 
in the autonomous region have a storage capacity of only 3.6 billion cubic 
metres, a decrease of over 700 million cubic metres over the corresponding 
period of last year. Being short of water, at present 600,000 mu of land 
cannot be sown with early rice seedlings, 4.5 million mu of early rice field 
cannot be harrowed, and over 2 million mu of maize land cannot be seeded. 

The drought has afflicted 2.5 million mu of land sown with winter crops, 

50 percent of the total cultivated land. [Special Dispatch from Nanning: 
"Guangxi Suffers From Serious Dry Spell in Spring") [Text] [Hong Kong 

WEN WEL PO in Chinese 3 Mar 87 p 3 HK] /12858 


GUANGDONG GRAIN PURCHASE--According to a provincial grain work conference 
held recently, the province's grain purchase quota of 2.35 billion kg will 
remain unchanged this year. From 1 April this year, the purchase price of 
grade-3 grain will increase from 16.13 to 19.16 yuan per 50 kg. Thus, grain 
peasants in the province will increase their income by 151 million yuan 

this year. [Summary] [Guangzhou Guangdong Provincial Service in Mandarin 
0400 GMT 10 Mar 87 HK] /12858 


SHANXI AFFORESTATION GATHERING--A mobilization meeting for promoting 
afforestation and greening Shanxi, convened by the provincial party 
committee and government, was held in Taiyuan on 11 March. Wang Senhao, 
governor and chairman of the Provincial Greening Commission, made a speech. 
Wang Senhao said: The forest cover in the province has risen from 10 percent 
before the 3d Plenary Session of tae llth CPC Central Committee to 13.8 
percent now. However, the speed and results of afforestation in the province 
are unable to keep up with the needs of the four modernizations drive and 
social development. Forestry remains a weak link in our economy. Shanxi 

is located on the Loess Plateau, and soil erosion is an extremely serious 
problem. Many bare mountains have not yet been tamed. The ecology is very 
far from reaching a benign cycle. Drought, sandstorms, and hailstorms 
continue to threaten agricultural production. All these are directly linked 
to the low forest cover and poor vegetation. Hence, doing a good job in 
afforestation and tree-planting is particularly important for Shanxi. The 
gathering was attended by leading comrades of the provincial party committee, 
Advisory Commission, government, CPPCC, Discipline Inspection Commission, 

and Military District including Li Ligong, Lu Gongxun, Zhang Changzhen, and 
Guo Yuhuai. [Excerpts] [Taiyuan Shanxi Provincial Service in Mandarin 

2300 GMT 11 Mar 87 HK] /12858 
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CONSTRUCTION 


YANG SHEN DISCUSSES REFORMING CONSTRUCTION INDUSTRY 
Beijing JIANZHU [CONSTRUCTION] in Chinese No 1, 7 Jan 87 pp 12-18 


[Article by Yang Shen [2799 1957] vice minister, Ministry of Urban and Rural 
Construction and Environmental Protection: "Progress and Problems in 
Construction Industry Reform" ] 


[Text ] China's seventh 5-year plan for national economic and _ social 
developments says, "“Vigorously develop the construction industry so that it 
would gradually become an important industry able to promote all-around 
national economic and social development." This powerfully motivates as well 
as encourages the vast numbers of workers in the construction industry because 
the tesk entrusted to them by history has become more daunting and arduous. 
"or years the public has overlooked the importance of this industry and even 
considered it a consumption sector "living off capital investments." But as 
the socialist planned commodity economy develops, the bondage of traditional 
ideas is being broken and the industrial status of the construction industry 
is being affirmed. More and more people are recognizing the industry as an 
independent material-producing sector and construction products as 
commodities. Under these circumstances, it is both urgent and profoundly 
Significant for us to further examine the trends in China's construction 
industry and seize the opportunity to take up the honorable mission entrusted 
to us by the times. 


Le 


It has been a full 2 and one-half years since the Second Session of t.ie Sixth 
National People's Congress decided that the construction industry should take 
the lead in preform. If we include single-item reforms and limited pilot 
projects, then 8 years have passed. To evaluate th: achievements of reform in 
the construction industry, we should look at the sixth 5-year plan as a 
complete historical process analytically. Only then can we come up with a more 
comprehensive conclusion. Reform in the construction industry was much talked 
about some time ago. Most people think the reform has been a huge success, 
but there are also some who say that changes have been minor and even that 
they are nothing more than the "recycling of the old system." In short, there 
have been compliments as well as criticism and everybody has his own opinion, 
naturally so in view of the different circumstances in different localities 
and the uneven development in objective matters. As reform gains’ ground, 
differences of opinion will gradually give way to consensus. In my opinion, we 
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must first have an objective criterion before we evaluate the success or 
failure of structural reform. This criterion must neither be solely concerned 
with the benefits accruing to enterprises only, in isolation from social 
results, nor take into account merely social results, ignoring the fortunes of 
the industry or an individual enterprise. Instead the criterion should 
consider both and then decide whether the development of productive forces has 
been advanced and whether the initiative and creativity of the rank-and-file 
cadres and people have been mobilized. From this perspective, I think the 
achievements of construction industry reforms over the past several years have 
been remarkable. In some areas, progress has been of a breakthrough nature. 
Most of the achievements are in the following three fields: 


First, a marked improvement in social results. Premier Zhao Ziyang has urged 
the construction industry to reform itself to shorten construction periods, 
lower building costs, and raise project quality and investment returns. For 
the moment, his demands have been tentatively met. During the sixth 5-year 
plan, the nation's construction industry completed 560.5 billion yuan worth of 
gross value of social output, up 94.7 percent over the fifth 5-year plan; put 
up 175,000 projects of all kinds, including 520 large and medium-sized 
projects; built 8,352 km of highways; made available for use 2,238 km of 
railroads; and increased electricity generating capacity and coal mining 
Capacity by 2.3 million kw and 81.27 million tons, respectively. During this 
period, 980 million sq m of real estate of all types (not counting those in 
rural areas) were built, including 630 million sq m of residential housing. 
On average 6,904 apartments were delivered to users each day. According to 
Surveys by the departments concerned, per capita living space among urban 
dwellers rose from 3.9 sqm in 1980 to 6.3 sq m in 1985. Among rural 
residents, per capita living space increased from 9.4 sq m to 14.7 sqm. In 
1982, it took 162 workdays to build 1,000 sq m of housing. By 1984, the time 
required had dropped to 138 days and fell further to 132 days in 1985. It 
takes a mere 1 to 1 and one-half years to put up a small residential area 
occupying 100,000 square meters and usually 7 to 8 months to construct a 
commercial building, a standard factory, a school, or a block of apartments 
below 6 stories. During the 5 years as a whole, the industry contributed 134 
billion yuan to the national income, equivalent to 63.6 percent of its 
contributions in the preceding 31 years combined. During the same period, 
Surveying and design units also reformed themselves, most notably by 
commercializing operating units and project bidding. Monotony and uniformity, 
characteristic of architectural design in the past, are on their way out. 


Second, enterprise vitality has been enhanced. Under the old system, 
construction enterprises ate out of the common pot’ extensively. As the 
construction market was opened up and bidding and contracting systems were 
introduced, a majority of construction enterprises have shaken off their 
dependency on administrative departments in charge and gone out to look for 
jobs on their own and assumed responsibility for their own profits and losses. 
At the same time, their powers to deploy material, financial, and human 
resources have been augmented accordingly, with a consequent increase in self- 
management and self-development capacities. During the sixth 5-year plan, 
publicly-owned enterprises (including those in all localities and _ sectors) 
earned 11.8 billion yuan in profits, of which enterprises retained 6.98 
billion yuan after paying taxes and contributing to the energy = and 
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transportation development funds. Jn an amnual bacis, per capita profits 
retained amounted to 346 yuan in 1985 compared with 196 yuan in 1981, 
admittedly a little below average compared to other industries in the nation, 
but still much better than in the past. The major problem is that with their 
weak foundation, an enterprise can hardly take risks. Problems are compounded 
for many old enterprises housed in cramped quarters whose equipment has become 
obsolete. By stepping up inputs and setting up a production development fund, 
the industry has increased fixed assets by 0.4 billion yuan and improved the 
Standards of technology and equipment. The wage responsibility system has 
replaced the egalitarian wage calculation svstem in existence for years which 
failed to distinguish between the hardworking and the indolent. Consequently, 
workers' incomes have gone up, which did much to stabilize the work force and 
boost production. 


re) i 
~~ 


Third, reform in the construction industry has begun to prove itself as the 
Catalyst of urban reform. Even as we drew up tne reform plan, we were keenly 
aware of the neea for consistency between microeconomic stimulation and the 
improvement of social results, and did our best to make reform objectives, the 
contents of reform, ard reform policies and measures closely follow the 
direction of overall national reform. The way things stand now, it seems that 
construction industry reforms on the whole coincide with the principles of a 
planned commodity economy and nave had a trailblazing effect in many ways. 
For instance, as far as the application of market mechanisms is concerned, the 
industry had made a big push for the bidding system, compelling enterprises to 
shift from operational contracting to competitive contracting and try to 
survive and grow on their own merits in an environment where the law of value 
prevails. Last year as many as 15,245 new engineering projects used the 
bidding and contracting system. Enterprises have become more market- 
conscious, more competition-minded, and more sensitive to information and 
time. They have also saved a good deal of funds for the state. As for the 
reform of enterprise managerial mechanisms, tne industry reduced the size of 
accounting units and carried out the contracted responsibility system in all 
Shapes and forms in accordance with tne principle of division of labor, 
collective responsibility, and shared profits Over-centralization by the 
higher authorities, which controlled enterprises to death, was brought to an 
end and progress was made in the effort to separate ownership from management. 
In 1985, a total of 106,000 projects, or 56.2 percent of all ongoing projects 


in the nation, followed the budget responsibility, unilateral cost 
responsibility, and small-area comprehensive responsibility systems. Turning 
to the reform of ownership structure, the industry has complied with the 


principle of enlarging the state-owned sector and developing the collective 
sector anc preliminarily put together a setup where the state sector plays a 
leading role in a mixed economic system. In 1955, the state-owned, 
collective, both urban and rural, ind individual sectors employed 33.5, 66.2, 
and 0.3 percent, respectively, of all tne workers in the industry, essentially 
putting an end to the "monopoly" enjoyed by state-owned enterprises a1d 


facilitating inter-enterprise lateral associations. Concerning the 

distribution system, the industry has civersified tne wage management system. 
a ingle-ti istribution systen, there is now a e-tie 

Instead of Single-tier distr y t 2-tier 


distribution system: at one level, distribution from the state to the 
enterprises, and at another level, distribution from the enterprises to the 
workers. Enterprises have wound up with more power to distribute wages. 








Meanwhile, trial reforms in administration and management have been carried 
out in certain cities to find a way to effect the transition from direct 
government management to the use of comprehensive regulatory mechanisms. 
Every iocality which experimented with these reforms has succeeded in 
strengthening industrial management and expediting the separation between 
government and enterprise functions. 


Il. 


The construction industry is reforming itself at a time when the restructuring 
of the urban economic system has not gotten under way across the board. On 
the one hand, the industry derives support from administrative forces and has 
been able to go about reforming and experimenting in a wide area. On the 
other hand, it is impossible for it to avoid sharp conflicts with the old 
system. As people often say, “Not everybody reforms and not every level 
reforms. Policies are not coordinated and measures are not synchronized." 
Even when a certain item of reform has succeeded, enterprises are often faced 
with attempts to cut back power in one guise or another. Within an enterprise 
itself, old methods still have their way owing to obsolete ideas formed under 
the traditional system and pose many problems and difficulties for reform. 
Public comments suggest that these are the most acute problems: 


First, enterprises still lack a relaxed external environment. Since there 
were relatively few changes in the planning, materials, financial, and price 
systems in the past few years, the market system we envisioned has not taken 
shape. Some reform measures have been put on hold. The construction industry 
has largely failed to develop the conditions for independent production and 
operation and many objective elements continue to restrict enterprise 
development. Much has been said for several years about the need to change 
the supply system under which building materials go where investments go. Yet 
‘ew enterprises today undertake work to be performed within a time limit and 
ruarantee to provide building materials. Project design and planning is still 
peoformed on an annual basis, as in the past. Investment units and 
construction units are not good at keeping track of projects, resulting in 
project proliferation. The depreciation rate of fixed assets stays low and 
pension funds continue to be overdrawn significantly. In the wake of the 
introduction of cash credit, in particular, raw-tuterial prices and 
expenditures have soared, while working funds and budgeting have not been 
djusted correspondingly. The burden on enterprises has gotten heavier and 
savier and most enterprises are short of funds. Take, for instance, the 
‘ystem under the Ministry of Construction. In 1985, state-owned enterprises 
aploying over 2 million workers retained only 710 million yuan in profits. 
‘leanwhile, they were behind in project payments to the tune of 590 million 
yuan (rising to 660 million yuan in the first half of this year). Since they 
nave spent an additional 210 million yuan to purchase treasury bonds, they 
qave no surplus and have actually been forced to dip into special funds and 
resort to bank loans to make up the deficit. By year end working-fund loans 
in the whole system already amounted to 3.54 billion yuan, a considerable 
portion of the burden of interest payments may be borne by enterprises. If 
policies are not implemented to aid enterprises, their vitality would be 
severely sapped, which will create extra difficulties for the effort to 
further reform. 
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Second, some projects have declined in quality. Everybody agrees that the 
quality of key national projects, large-scale public construction works, and 
developments involving high-class high-rise structures has improved strikingly 
in recent years. But mass-produced constructions occupying large areas have 
suffered a qualitative decline. According to Ministry of Construction 
Statistics, a total of 2,285 major quality-related accidents occurred in the 
sixth 5-year plan, including 406 collapses in which 556 people were killed and 
885 seriously injured. On average one collapse accident happened every 4 and 
one-half days. To turn this situation around, a series of measures have been 
taken since 1984, which succeeded in checking the drop in quality but have not 
yet brought about any basic improvement. Of the 97 construction enterprises 
randomly tested this year, only 6 units met all quality standards and 10 units 
failed all the tests. Of the 100 components plants randomly tested, only 63 
percent passed. A number of quality problems thought to be largely solved in 
the past have recurred. Although such testing of projects and components is 
random to a certain extent, we cannot run away from the reality of poor stioddy 
quality. Shoddy quality is most wasteful and has caused irreparable losses to 
the state and the personal safety of the people. It has severely tarnished 
the reputation of enterprises and the name of reform. We must tackle it as 
one of the more serious problems. 


Third, the construction market is chaotic and unhealthy trends are fairly 
widespread. The problems here manifest themselves primarily as contracting 
that bypasses the higher level, slipshod construction, practices that make 
life difficult for users, and the offering and taking of bribes. These trends 
continue despite repeated efforts to curb them. Some people collude with 
units at home and abroad and entrap the state, which are criminal activities. 
After more than 6 months of rectification, over 14,000 cases of operating 
without licenses and contracting that bypassed the higher level were banned 
and more than 500 cases of economic criminal activities were placed on file 
for investigation and prosecution. The rectification of the construction 
market is taken seriously and supported everywhere by leading comrades and 
departments in charge of construction. In many provinces and municipalities, 
top officials personally take charge of deploying personnel and supervising 
investigations to enable this task to proceed smoothly to plug management 
loopholes and energetically counter unhealthy trends in the industry. Leading 
comrades on the State Council have instructed us to continue with this task 
and combine it with the building of the spiritual civilization so that it 
becomes a regular part of management in the industry. In our opinion, a 
socialist market must have the material substance of the conventional 
commodity market and follow exchange principles, on the one hand, and adhere 
to the socialist direction, on the other. Behavior that damages the state and 
users must not be tolerated. At the moment, we must be careful not to think 
of construction market rectification as conflixtting with the policy of opening 
to the outside world and economic invigoration. Nor should we reimpose 
isolation and close the doors again in the name of rectification, rejecting 
competition and returning to the beaten path of regional blockade and sectoral 
separatism. 


Fourth, industrial management has not been rationalized and policy-making 
continues to be split among a number of agencies. More and more, people 
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duplicate one another's work and shirk responsibility. We all know quite well 
why these problems have stayed with us so long, so I will not repeat’ the 
reasons here. In order that work will not be held up in the future, whenever 
two agencies above cannot agree between themselves and argue back and forth, 
the localities may report the case to the provincial (municipal) people's 
government and ask for permission to decide on their own which document to 
follow. Alternatively they may come up with their own document in the light 
of local circumstances. 


Some of the above-mentioned problems arise from the lack of coordination among 
different reforms in the new era. Others toc occur in the course of reform 
aithough they are not necessarily related to reform. To eradicate these 
problems at the scurce, we must supplement and perfect all reform measures. 
Reforms already under way must be persevered with. The transition from the 
old to the new systems must be expedited. There is no other way out for us. 


Iil. 


Based on the three missions of the restructuring of the economic system during 
the seventh 5-year plan, reform in the construction industry must build on its 
present foundation, surmount obstacles in its path, and accelerate structural 
change. Enterprises must speed up their transition from the _ production 
dependency model to production business model. The industry should shift from 
labor contracting to commodity production as its bread an butter so that it 
can gradually function as an engine of social and economic growth and take up 
the task of accumulating funds for the state. To bring about these objectives 
requires action on all fronts. Here we concentrate on five areas: 


1. Implement a Business Responsibility System for Construction Commodity 
Production 


Reform in the construction industry in the earlier stage mainly revolved 
around operational methods, distribution systems, the structure of the work 
force, and internal contracting, among other things. Little progress was made 
in reform at the macroeconomic level and enterprises have not yet become 
fairly independent commodity producers and operators. To meet the general 
requirements of the development of a planned commodity economy, the 
construction industry must achieve major breakthroughs in reform, adapt itself 
to the perfection of a market system, discard the model dominated by labor 
contracting, and adapt a business responsibility system for construction 
commodity production. Under the so-called business responsibility system for 
construction commodity production, construction products are recognized as 
commodities and construction units organize, design, build, and install in 
accordance with the usual principles of commodity production and circulation, 
and assume full responsibility for the final products. There are two major 
operational methods. One is general contracting of the turnkey type. Here 
appropriate changes should be made to reform the organizational structure, 
material supply, and fund supply of existing projects. Design, construction, 
and scientific research should be integrated. There is no need to conform to 
one single organizational format; enterprises can group together to form a 
consortium or engage in lateral association in return for fees and on the 
basis of mutual benefit. When they bid for large-scale foreign projects, many 








companies in the world often form a consortium and submit joint tenders. This 
is what China's own Zhongjian Company does when it bids for contracts 
overseas. The general contractor is responsible for subcontracting design, 
the ordering of equipment, construction, installation, and other parts of a 
complete process. Powers, responsibilities, and interests are clearly defined 
and internal buck-passing rarely occurs. Large enterprises should move in 
this direction in the future, make full use of their technological and 
managerial strengths, and compete at a higher level. Second, putting up 
profitable projects, such as residential housing, stores, car parks, offices, 
and standard factories, and directly offering them for sale to society. 
Another possibility is housing rehabilitation. Currently there are 4.6 
billion sq m of urban real estate of all kinds in China, most of them of a low 
standard and crudely finished. These properties can use a lot of improvement, 
from structure to internal furnishing, and represent a profitable field if 
Managed properly. In the past, we worried about a shortage of funds and 
materials. As the market for means of production was opened up and the 
financial system was reformed, conditions for the commercialization of housing 
Will also ripen gradually. As long as we make changes in this direction with 
a pioneer's spirit, we will breathe new life into the industry. 


2. Reform Product Prices 


To turn construction into an industry that really generates rising revenues 
for the treasury and accumulates funds, we must abolish construction products' 
"low, rigid, and chaotic" prices. The major reform measures should be: 


First, adjust the profit margin of construction products properly by raising 
the planned profit margin from the present 2.5 to about 15 percent. This can 
be done in two stages. The first stage covers the seventh 5-year plan when 
the margin should reach 10 percent. The second stage begins with the eighth 
5-year plan when it would go up to 15 percent. Some people may worry that 
this would lead to over-investment or a drop in construction. These scenarios 
may occur in the first year, but from the perspective of the overall 
circulation of social capital, such worries are entirely unnecessary. From 
now on enterprises must pay for the funds they use; currently they are already 
paying 7.92 percent interest rates on most loans. It is not viable to keep 
the industry profit margin at 2.5 percent indefinitely. 


Second, adjust the product price structure. We should use the same principles 
to price construction products as we use to price ail other commodities. Apart 
from costs and profits, we must also take into account sales tax (product 
tax). That way prices reflect the commodity nature of construction products 
and can raise vast quantities of revenues for the national coffers. 


Third, reform the method of calculating product prices. The present system of 
calculating fees according to the ownership of the enterprise concerned and 
its relations of subordination no longer suits the development of the bidding 
and contracting systems and militates against competition under equal ™ 
conditions. We shouid go about reforming it this way: on the basis of 
Simplifying the method of calculating construction and installation projects, 
measuring units, and work volume, we should set up a composite price structure 
so that prices can function as an economic lever to spur technical progress. 
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The reform ideas above are being studied by the Ministry of Construction in 
conjunction with the proper agencies. Localities and the sectors may also set 
aside resources to explore them actively. It must be pointed out that we 
certainly do not propose reforming the pricing of construction products to 
enrich enterprises or to reap a windfall. Instead, the aim is to reform an 
unsound price system in real economic life and create the minimum conditions 
for the exchange of equal value and fair competitiou. 


China's construction industry has languished for years primarily because it 
was stifled by outworn concepts which saw profit-making in the industry as 
"the idling of funds" and dismissed a most dynamic material-producing sector 
aS an appendage of capital construction. Consequently, whenever we put’ the 
brakes on capital construction, we always went after the construction industry 
first, without, however, producing the effects desired: artificial value 
transfer made the scale of capital construction bigger and bigger even as more 
cuts were imposed, while the industry became the scapegoat for the fuilure of 
non-economic tools. More than 30 years of history prove that no method that 
violates economic principles can last long. Since reform is necessary sooner 
or later, we might as well do it sooner. The Soviet Union set the profit 
margin of its construction industry at 2.5 percent in the 1950's, only to see 
the industry decline subsequently, and was forced to raise it to 6 percent in 
the 1970's and again to 8 percent in the 1980's. Moreover, the government 
invests billions of rubles in the technical modernization of the industry each 
year. We should learn from this historical fact. Pricing reform in the 
construction industry covers an extensive area. Where it touches upon overall 
price reform, we must proceed gradually, setting priorities and supported by 
research and studies. Pilot projects should be carried out in a few urban 
centers in the near future. 


3. Further Adjust the Ownership Structure 
As noted above, the economic components of China's construction industry have 


undergone significant changes. Henceforth the focus in ownership structural 
reform should be the ownership of state-owned enterprises, particularly large 


and medium-sized enterprises, as a way to invigorate enterprises 
fundamentaily. Socialism has realized the public ownership of means of 
production. This is an unshakable economic and political foundation. 


Nevertheless we should diversify the economic forms of socialism. A_ fatal 
weakness of existing enterprises is their failure to achieve direct 
integration between workers and means of production, which makes it difficult 
to fully mobilize the initiative and creativity of the vast numbers of workers 
on a sustained basis. To solve this problem requires us to reform ownership 
Systems within the framework of public ownership and embark upon the road of 
leasing, contracting, and share holding. 


We have had some experience with leasing and contracting. The key questicn 
now is how to quicken our pace. At present most enterprises still limit 
themselves to contracting small-scale machinery and temporary facilities; only 
a few go in for serious business contracting in accordance with accounting 
units. In the future, qualified units may experiment with leasing small 
enterprises or contracting work to a collective or individual. None of this 
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carries much risk because it does not involve the question of ownership. [he 
real danger is to let incompetent people run an enterprise. As for’ share 
holding, members of the theoretical community perceive it in different ways. 
But this does not stop us from exploring it through practice. I propose 
replacing joint ownership with a mixed systc.a where the state, enterprise, and 
individuals own shares, thereby creating a new organizational form for 
socialist enterprises. (I have in mind the ordinary state-owned enterprises 
here, excluding railroads, posts and telecommunications directly operated by 
the state.) To determine tne shares of the shareholders of an enterprise, we 
essentially have to look at the amount of funds invested. As far as state 
investments are concerned, we can work out the current value of fixed assets, 
which are formed by such investments. We can determine the shares held y an 
entorprise according to the fixed assets formed by profits retained and its 
working funds. Workers’ shares depend on the number of shares each worker 
holds. With stock ownership, an enterprise becomes an economic entity with 
the status of a legal person. Dividends are distributed in accordance with 
the number of shares owned while risks of losses are shared. In most cases, 
dividends exceed interest rates on bank deposits. Tnis kind of reform does 
not alter the nature of the public ownership of means of production or the 
leading role of state-owned enterprises. What it does is ccmbine the 
interests of the state, enterprise, workers in a close union. As a result, 
ownership relations are personalized, which should help put an end t 

Situation in the past when enterprises were owned by everybody but nobody was 
held accountable for then. Out of material interests, workers will develop a 
Closer interest in the operations and technical progress of enterprises. 


oO the 
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Besides state-owned enterprises, collective enterprises can aiso adopt 
Shareholding by distributing assets (including fixed assets and working funds) 
Originally pooled from workers and accumulation funds as shares among its 
workers based on seniority. This kind of share differs from stocks and cannot 
be transferred or sold as a rule. They are only good for dividend collection 
purposes. When a worker leaves his enterprise, his shares revert to the 
enterprise and he is no longer entitled to receive dividends. 


4, Launch a Concerted Drive To Improve Enterprise Quality 


The restructuring of the economic system in 1987 continues to revolve around 
enterprise invigoration. Given the reality in the construction industry, much 
can be done in this area and much potential can be tapped. Enterprise 
invigoration usually requires a two-pronged attack: first, improve the 
external environment diligently and solve problems in operational conditions; 
and, second, improve enterprise management, raise enterprise quality, and pay 
attention to tapping internal potential. The latter is currently a weak Link 
in management work and should be beefed up vigorously. 


The improvement of enterprise quality must be closely related to the upgrading 
of enterprise management. We should work out upgrading standards and 
evaluation and implementation methods as soon as possible to give enterprises 
well-defined struggle objectives. Enterprise upgrading must tress 


, 


engineering quality. Efforts should be made to strengthen basic work all 
around by standardizing such basic procedures as original records measures, 
standards, quotas, rules and regulations in accordance with the requirements 
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of management modernization. Plans are being made in this area and will be 
implemented across the board in 1987. Enterprise upgrading is a strategic 
measure in the push for total enterprise modernization. All unit are 
requested to step up guidance and make plans to achieve this conscientiously. 


Qualified personnel hold the key to raising enterprise quality and are basic 
to enterprise vitalization. To narrow the gap between us and advanced 
nations, we must take concrete measures to train a large corps of engineering, 
technical, business, and managerial experts. Compulsory training must be 
instituted for grassroo's managerial personnel whether they work at  state- 
owned enterprises or collective enterprises. Job certificates would be issued 
to them after they sit for an examination. Those without certificates would 
not be allowed to take up their jobs. That there is only a small percentage 
of senior workers currently affects quality improvement tc a large extent; 
studies of some enterprises show that only 2.6 percent of senior workers have 
Skills whicn meet stipulated requirements. Accordingly we must elevate the 
training of senior workers to an important position, set up technician 
positions throughout the industry, and do everything possible to increase the 
percentage of senior workers to more than 5 percent in 5 years or so. 


We must also put together a number of demonstration enterprises in order to 
raise enterprise quality and give impetus to enterprise upgrading. Such 
demonstration enterprises should clearly distinguish themselves from existing 
enterprises in leadership systems, organizational systems, business style, and 
Management methods, among others. They should bring out the advanced nature 
of their management and strive to be "modern in management and first-rate in 
Quality." They should implement reforms "with special characteristics and 
produce exceptional economic results." Standards and other details relating 
to demonstration enterprises will be issued elsewhere. 


5. Strengthen Industrial Management 


Both the proposals of the CPC Central Committee on the seventh 5-year plan and 
Premier Zhao Ziyang's report time and again stress the importance of 
Strengthening industrial management. We will continue to announce what should 
be done to improve management in tne industry nationwide in order that 
problems may be solved without delay. Here we corcentrate on industrial 
Management machinery in urban centers and at the first-class provincial level. 
As government and enterprise functions are separated and powers are 
decentralized to enterprises, the way the government runs the economy will 
change correspondingly. The old system was predominantly one of direct, 
vertical control. It should be replaced by one dominated by horizontal 
Management. This is required by the development of a commodity economy and is 
also a historical necessity. How should we go about organizing industrial 
Management machinery in urban centers? Nanjing, Chongqing, Shenyang, 
Nanchang, Harbin, Jinan, and others have set up centralized industrial 
Management agencies. Their approach has met with approval in all quarters. 
Localities with the necessary conditions should learn from their experience 
and expand their pilot projects. 
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Concerning the establishment of machinery for the management of the 
construction industry at the first-class provincial level, the spirit of the 
f machinery for the management of the 

construction industry at the first-class provincial level, the spirit of the 
Ceitral Committee is to let the provincial (municipal, regional) people's 
government decide in the light of local conditions. In recent years many 
provinces and municipalities have said that their construction departments 
(commissions) are overworked and understaffed, resulting in a weakening in 
Management. These agencies must be further strengthened. At the same time, 
some construction corporations have commented that the fusion between 
government and enterprise functions has stifled their enthusiasr. In view or 
this situation, some people have suggested the establishment of a sevond-levei 
bureau within the construction department (commission). Others call for the 
establishment of a first-level bureau. From the perspective of beefing up 
industry management, both ideas make sense to a certain extent. But the 
emerging trend in the restructuring of the political system /2ans_ toward 
administrative simplification, not proliferation. Thus the proposal for a 
second-level bureau is more practical and feasible and will win more support. 
However, should a province or municipality decide that it is necessary to set 
up a first-level bureau, it should not be “orced to toe the line. In short, 
organizational setup falls within the jurisdiction of local authorities. What 
I have done is to use this opportunity to relate some information for public 
reference. 


Reform is 2 top priority that will help invigorate China's economy. [It is 
a.sO an unprecedentedly massive piece of systems engineering. We can only 
advance as we explore and seek perfection through practice. We must fuliy 
appreciate the arduous and complex nature of the change from the old to. the 
new and push ahead with reform in the construction industry firmly and 
unwaveringly, with a realistic attitude and the spirit of a pioneer. We must 
Quietly immerse ourselves in hard work and explore boldly. 
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